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Is the Public Satisfied with 
Utility Regulation? 


Significance of votes on question of municipal ownership 


THE many factors which entered into the various local contests over 

the question of municipal ownership of public utilities leave the results 

of the recent election open to a variety of interpretations, and the fact 

that public ownership was approved in only three out of the twelve 

major cities in. which the question was voted on, does not, in the author’s 

opinion, prove the public is satisfied with existing regulation of public 
utility companies. 


By T. E. SHEARER 


urement of public opinion has 
been devised, it is difficult to 
gauge the sentiment of the public on 
a major question. Certainly the feel- 
ing of the public with regard to util- 
ity regulation cannot be definitely es- 
tablished. We can note, however, cer- 
tain indications of public feeling. We 
can describe certain factors which 
may have their effects on the way in 
which the consumer reacts. 
It is never safe to make any dog- 
matic statements, about the state of 


ae no accurate unit of meas- 


public opinion, which are based upon 
election results alone. Nevertheless, 
elections do aid us in discovering the 
attitude of the public. The elections 
held in the early part of November 
last may serve, thus, as an indicator. 

In a number of cities, on that day, 
the people went to the polls and voted 
on the question of the public owner- 
ship of utilities. The question was 
raised in at least twelve major cities, 
and in only three of the twelve instan- 
ces was public ownership approved. 
But even if the issue had been ap- 
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proved in each case, we would not be 
justified in stating, without more evi- 
dence, that the public generally was 
dissatisfied with regulation. 

We proceed to a cousideration of 
additional evidence. 


i the first place it is well to note 
the cities in which the question 
was raised. The following are among 
the twelve: Akron, Ohio; Camden, 
New Jersey; Columbus, Ohio; Salt 
Lake City, Utah; and San Francisco, 
California. These, it must be con- 
ceded, are important cities in the Unit- 
ed States. 

Still, the volume of services, ren- 
dered by privately owned utilities, 
would not have been greatly changed 
had the issue carried successfully in 
all twelve cases. 

It is not so much the results of the 
elections which should concern us. 
Rather, we may ask, why was the is- 
sue presented in so many instances? 
Does that indicate a dissatisfaction 
with regulation of private ownership? 
It would seem that it might! There 
are grounds for dissatisfaction! 

We cannot dismiss the problem, 
therefore, by asserting that the gen- 
eral economic unrest was only being 
expressed in the public utility field, 
though that may be partly true. 
Looking back a few years we can see 
the effects of an earlier economic 
crisis. In the presidential election of 
1892, the Populist party, riding the 
wave of economic disturbances, polled 
over two million popular votes and 
secured twenty-two votes in the elec- 
toral college. 

This support was based partly on 
a plank of a platform which advo- 
cated. government ownership of the 


railroads, telegraphs, and telephones. 


UR own recent elections are not so 
unusual then. They, perhaps, 
could be explained away. The depres- 
sion might be an adequate explanation 
if it were not for the existence of cer- 
tain unsatisfactory conditions in the 
regulatory field. These are not at- 
tributable to the depression and sure- 
ly cause some dissatisfaction. 

Before proceeding to set out those 
conditions, attention should be called 
to other current factors which have a 
bearing on these recent elections. 

The demand for the establishment 
of public works projects was seriously 
confused with the issue of public own- 
ership of utilities. This confusion 
existed in the newspaper accounts of 
the elections. It may well have ex- 
isted in the minds of the voters. 

It will be asserted by some that the 
issue failed because of the reluctance 
of the public to approve of the at- 
tached bond issues. This normal hes- 
itancy, to a certain extent, was over- 
come by the general practice of using 
government credit now, and by the 
desire to use the Federal money now 
available for assistance. 

It is not enough, therefore, to say 
that the public was dissatisfied with 
regulation, but that it refused to ap- 
prove of public ownership because of 
the necessity for approving of bond 
issues. We must remember that many 
voters undoubtedly considered the 
public utility issues only in the light 
of attempts to relieve unemployment. 


GAIN, the possibility of lower 
prices, which was urged so vig- 
orously by the advocates of public 
ownership, was a welcome sound just 
now. The public’s response to lower 
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prices, in times like these, makes the 
election results somewhat less reliable. 
That sentiment, rather than the true 
opinion concerning public ownership, 
may have been expressed by the af- 
firmative votes. 

So far we have pointed out only 
those factors which make the outcome 
of the elections an unreliable basis for 
determining public opinion on the 
matter of regulation. We may, I 
think, state dogmatically that the re- 
sults of the elections, though only 
three out of twelve cities approved of 
the ownership projects, do not indi- 
cate complete public approval of regu- 
lation. They may show, for instance, 
that the public is cognizant of the 
faults in the regulatory program, but 
that it hesitates to use public owner- 
ship as a corrective devise. This last 
position, to me, seems the more nearly 
correct interpretation of the outcome. 

In view of the glaring defects in 
the regulatory program we could hard- 
ly expect the public to be satisfied. 
The elections do not show any signifi- 
cant and immediate gains for public 
ownership. Supported, as they are, 
by other facts, these elections would 
seem to indicate some disapproval of 
the present regulatory program. We 
turn, now, to a consideration of those 
additional facts. 

A survey of eleven representative 
state legislative sessions and gover- 
nors’ messages for 1933 shows that, 
in six of those states, changes in the 


public utility laws were either recom- 
mended, or recommended and adopt- 
ed. This, in spite of the fact that 
emergency and taxation matters domi- 
nated every legislative session. In at 
least five states, investigations of pub- 
lic utilities were held in 1932, and in 
each case some dissatisfaction was in- 
dicated. 


NE source of discontent is the 

matter of securities. The laws 
relating to the sales of securities are 
undergoing intensive consideration in 
almost all of the states. A survey of 
any number of periodicals reveals an 
insistent demand for more rigid con- 
trol. This, of course, results from 
the abuses which have been brought 
to light as well as from the deflated 
values. The securities of the public 
utilities are no exception. In fact, 
they are receiving special considera- 
tion. 

A person who invests in a public 
utility stock or bond is quite apt to 
consider it a peculiar type of security. 
Particularly with respect to trans- 
portation securities has that teaching 
prevailed. Now, when utility securi- 
ties have fallen in value and have 
ceased to yield any income, there is 
apt to be particular resentment. 

The man who buys ordinary com- 
mercial stocks usually appreciates, or 
can be made to understand, that he is 
dabbling in something of a speculative 
market. Not so with many utility in- 


e 


concern us. Rather, we may ask, why was the issue pre- 


q “It is not so much the results of the elections which should 


sented in so many instances? Does that indicate a dissatis- 


faction with regulation of private ownership? It would 
seem that it might! There are grounds for dissatisfaction!’ 
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vestors. Utility investments, it is 
often believed, are not subject to vio- 
lent market fluctuations. If they do 
fluctuate, it is not so difficult to con- 
vince the investor that he has been 
treated unfairly or taken advantage 
of. 


[’ must be recognized that all forms 
of securities have been subjected 
to great pressure during the depres- 
sion. In several cases even munici- 
palities have defaulted on interest pay- 
ments. This, however, has _ not 
changed many investors’ opinions re- 
garding the necessity for certainty in 
the values of, or returns on, utility se- 
curities. That may be a mistaken no- 
tion but it does exist. Such a notion, 
coupled with some very unsatisfac- 
tory experiences with utility invest- 
ments, has created considerable dis- 
satisfaction in the public mind. 

Another matter affecting the inves- 
tor, which leads to considerable re- 
sentment regarding utility regulation, 
is the feeling that utility income is 
guaranteed under the fair return rule. 
Certain favorably located utilities 
have been placed in something of that 
position, it must be conceded, though, 
of course, it is not the true basis for 
the establishment of rates. This mis- 
taken idea does exist and it has had an 
effect. If the utility income is guar- 
anteed, the investor reasons, why has 
the interest on the bond stopped? 
There seems, under such reasoning, 
only one logical answer. Regulation 
does not prevent improper use being 
made of the income. 

A utility investor, it must be re- 
membered, is also a voter and a con- 
sumer. As a voter, the investor must 
have no cause to doubt the value of 


his investment. Of course, in times 
like these, he should not expect those 
securities to resist completely the de- 
flation pressure. He must know, 
however, that such deflation is due to 
no factors over which the company 
or the regulatory agency has control. 


| ge vagemes. sometimes tolerated in 
the more competitive fields of 
commercial investments, must be re- 
moved from the utility field. This 
precaution is necessary, not alone to 
protect the investor. It is necessary 
to protect the principle of private own- 
ership. This principle will receive 
support largely as it offers satisfac- 
tory results.. When it does not offer 
those results to the investor, we may 
well expect him, as a voter, to express 
his resentment at the polls. 

Utility securities must never be 
used for speculative purposes. As 
they are, they destroy their real value. 
It should be made the duty of the 
regulatory agency to protect the in- 
vesting public from such ventures as 
indulged in by the Insull group. It 
will take a long time to rebuild the 
faith in regulation which was de- 
stroyed by the collapse of that ven- 
ture. The principle of private owner- 
ship cannot. survive too many such. 
blows. Private ownership, to protect 
itself from the voter, must adequately 
protect that voter as an investor. 


Ss a source of dissatisfaction, the 
matter of utility securities is 
topped only by the matter of rates. 
One does not need to consult a con- 
sumer to appreciate that the problems 
of rates and valuation are perplexing 
and disturbing. The recent efforts of 
commissions to secure rate reductions 
by an informal bargaining procedure 
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Complete Approval of Regulation Not Shown 
by Recent Election 


E may 


“W 


state dogmatically that the results of the 
elections, though only three out of twelve cities ap- 


proved of the ownership projects, do not indicate complete pub- 


lic approval of regulation. 


They may show, for instance, that 


the public is cognizant of the faults in the regulatory program, 
but that it hesitates to use public ownership as a corrective 


devise. This last position, 


seems the more nearly 


correct interpretation of the outcome. 





is convincing evidence of the failure 
of our present system of rate regula- 
tion in securing satisfactory results. 
Where, as in some cases, rate contro- 
versies have dragged over a period 
exceeding five years, the utility and 
the commission, as well as the public, 


have cause for discontent. The 
O’Fallon Case is a splendid example. 
The ultimate disposal of the issue 
raised there did not settle the valua- 
tion controversy. It remains unset- 
tled yet. Little wonder, then, that the 
public, learning of such delay, is dis- 
satisfied with regulation as a method 
of control. The public may not have 
voted that sentiment in the recent elec- 
tions. They might well have done so. 
They may do so at some later elec- 
tion. 

Regarding rate controversies, it 
must be understood that the least 
which the utility can do is to give evi- 


83 


dence of its good faith in desiring a 
solution. Technical arguments may be 
recognized by the courts. They are 
often neglected by the public in vot- 
ing. For that they are not entirely to 
be blamed. The public certainly has 
a reasonable right to expect prompt 


settlement of rate cases. 
| yee controversies are particularly 
important in time of depression. 
All businesses have had to meet the 
pressure for reduced prices. Utilities, 
in a number of cases, have not done 
so. In some instances this may be 
true for very sound reasons. The 
public, though, is apt to think of sharp 
practices when confronted with rate 
schedules which have not been re- 
duced. The burden is certainly on the 
utility to show why rates have not 
been reduced. As a matter of self- 
protection, it is manifest that the 
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proof presented must be convincing. 

Regarding the matter of valuation, 
upon which rate cases so often de- 
pend, the public is not so well in- 
formed. Nevertheless, it is a stum- 
bling block in regulating matters 
which the public does understand. It 
is perhaps the most obstructive factor. 
No satisfactory solution, as yet, has 
been forthcoming. The difficulties in 
the way of fixing a definite valuation, 
however, are no answer to the prob- 
lem. Rates based upon varying valu- 
ations are not satisfactory. Some 
constructive change must be made or 
regulation, in the respect which most 
vitally affects the public, is bound to 
be considered a failure. 


| iy is necessary, in discussing valua- 
tion, to mention the efforts which 
jmay be made to set up a nonfluctuat- 
ing dollar. The success or failure of 
such a program would have noticeable 
effects on the status of regulation. Its 
success would insure a large measure 
of certainty in the valuation of utili- 
ties. It would certainly lessen the 
complexity of rate fixing. If we are 
to follow many well-informed persons, 
though, we cannot expect too much 
from this experiment in money. In any 
case, a fluctuating rate base is dis- 
turbing to regulatory programs. If 
rates cannot be fixed satisfactorily up- 
on a fluctuating rate base, we must de- 
vise a new method of valuation. Oth- 
erwise, it is difficult to consider regu- 
lation to be a complete success. 


’ is impossible to consider the mat- 
ter of regulation as separate from 
the personnel of the commission. It 
cannot be disputed that the attitude of 
the commission greatly affects the 


public’s opinion of regulation. Cer- 


tainly a skilled and intelligent com- 
mission can avoid many of the tech- 
nical pitfalls which beset the attempts 
at regulation. A sincere commission 
should be interested, not only in 
handling the regulatory problems un- 
der its present rules. It should be al- 
ways interested in discovering changes 
which would make regulation more 
effective. Certainly, it is the com- 
mission, more than anyone else, which 
should appreciate the causes for ob- 
struction. It is they who can influ- 
ence the legislature to make the need- 
ed changes. 

The matter of procedure is not the 
only cause for the importance of the 
commissions. In certain states, inves- 
tigations have shown the commission- 
ers to have been subjected to consid- 
erable pressure from utility groups. 
This fact, when proven, can very 
quickly demoralize the whole program 
of regulation. 

Nothing could more effectively in- 
duce the public to distrust regulation 
than the attaching of the slightest 
taint of dishonesty or favoritism to 
the work of the commission. The 
public is apt to be more tolerant of de- 
lay than of dishonesty or privilege. It 
is difficult to explain procedure prob- 
lems to the public. They readily un- 
derstand the effects of influence and 
pressure. Not only is dishonesty eas- 
ily understood, but it affords the crit- 
ics a more substantial basis upon 
which to place their ownership pro- 
gram. 


i iw public, unable to protect itself 
from the monopolistic privileges 
of the utility, has come to rely upon 
the commission for protection. That 
trust must not be misplaced. 











There is another matter which can- 
not be neglected. The use made of 
propaganda by the utilities is abso- 
lutely undefensible. It may be true 
that they are called upon to defend 
themselves against false remarks 
made by the critics of private owner- 
ship. The preparation of such a de- 
fense does not necessitate resorting 
to propaganda. 

Whether their opponents fight open- 
ly or not, the utilities must. 

Nothing can be more damaging to 
private ownership than evidence that 
the educational institutions have been 
tampered with. The motive may have 
been justifiable, but the use of such 
means is too dangerous. 


HE line to be drawn between an 

honest defense of private owner- 
ship and propaganda cannot be defi- 
nitely established. The utilities must 
never be placed in a position where, 
even by a liberal interpretation of the 
dividing line, they could be said to 
have used propaganda. They must 
lean over backwards to avoid such ac- 
cusations. It is the price they pay for 
being businesses so closely aligned 
with the public interest. 

There is no reason why a substan- 
tial defense of private ownership and 
regulation cannot be made without re- 
sorting to anything but wholly unbi- 
ased facts. If such cannot be done, 
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then the failure of regulation is in- 
evitable, even in spite of propaganda. 
The facts have a way of coming out. 


HE fate of those who proclaim 

false benefits for public owner- 
ship is evident. Their case must 
sooner or later fall, leaving them sup- 
porting a cause for which there is no 
just basis. There is that inevitability 
about facts. For those who present 
false benefits for private ownership 
and regulation there is also a certain 
fate. It is much more dangerous than 
the one above. They imperil, not 
only their own status; they endan- 
ger the whole status of private owner- 
ship no matter what the true facts 
may be. Regardless of the merits of 
private ownership, if the utilities are 
shown to have presented their case 
by using false facts and improper 
methods, the public is apt to be ex- 
tremely resentful. Regulation will 
seem a certain failure. 

The effects of using propaganda are 
not necessarily immediately apparent. 
It was ten years after the panic of 
1873 that the Populist party polled its 
largest majority. The public is some- 
times slow to anger, but, once aroused, 
it is not always a responsible creature. 
That is why it is necessary to empha- 
size the fact that, no matter how un- 
fairly the case is presented against 
private ownership and _ regulation, 


e 


latory program. It would appear from the results of the 
recent election that these defects have not yet established 


q “THERE are, as demonstrated, apparent defects in the regu- 


in the public mind a willingness to resort to public owner- 
ship as a method of escape. The public still believes in pri- 
vate ownership. They cannot be expected to continue be- 
lieving in it unless the defects in regulation are corrected.” 
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those who favor such must never vary 
from a use of strictly accurate facts. 
The use of them must be in a clearly 
ethical manner. Otherwise, the true 
facts of the case may be ignored in a 
resentment against the improper meth- 
ods. In this matter, the burden of 
supporting private ownership truly 
rests with those most interested in 
maintaining it. They dare not, how- 
ever, fight fire with fire. 


ow, on the other side, the public 

is a fair-minded body. If an 
appeal for private ownership and reg- 
ulation is based upon facts, and if that 
appeal is properly presented, the issue 
will be accorded a fair hearing. More 
than that cannot be asked. It hap- 
pens, that, in the United States today 
the burden of proof is upon those who 
maintain that the principle of govern- 


ment regulation of privately owned 
utilities is unsound. Those interested 
in private ownership if they believe 
in regulation should assume the bur- 


den of making it a success. They 
should demonstrate in operation, and 
in a willingness to codperate, that they 
have nothing to fear from investiga- 
tions as to profits, or methods of con- 
ducting the businesses. The public 
must not be allowed to,have any cause 
for doubting the reliability of regula- 
tion. 

There are, as demonstrated, appar- 
ent defects in the regulatory program. 
It would appear from the results of 
the recent elections that these defects 
have not yet established in the public 
mind a willingness to resort to public 
ownership as a method of escape. The 
public still believes in private owner- 
ship. They cannot be expected to 
continue believing in it unless the de- 


fects in regulation are corrected. 
Those defects are no longer known 
only to commissioners and utilities. 
They are matters of common knowl- 
edge. We can no longer neglect the 
needed improvements in our regula- 
tory laws. 


HERE is another matter which 

cannot be overlooked. It is pret- 
ty generally conceded in the United 
States that there is a definite need for 
the establishment of some system by 
which the existence of mass purchas- 
ing power can be permanently estab- 
lished. This is not a temporary pro- 
gram. Mass production has made 
mass consumption a permanent need. 
The utilities niust give evidence of 
their willingness to codperate in a 
program to establish this needed ele- 
ment in our economic system. It is 
not enough to point to comparative 
figures as to the consumption of util- 
ity products. The markets, it must be 
admitted, have scarcely been tapped. 
Too many homes are, today, without 
the modern necessities for the utilities 
to feel that they can rest on past lau- 
rels. 

The matter of rates has taken on a 
new aspect, then. It is no longer a 
question of high rates exacting too 
much from the consumer. It is now 
a matter of the high rate depriving 
too many potential consumers of the 
power of buying. It is no longer a 
matter of protecting the consumer 
against unfair valuations or of pyra- 
mided profits. Those interested in the 
private operation of utilities must 
prevent such practices, not so much, 
anymore, in the interests of the con- 
sumer as in their own, and potential 
consumers’, interests. 
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 onongg ownership seems a sure 
way, to some, of insuring that 
private profits will not stand in the 
way of building mass purchasing pow- 
er. It is represented as a method of 
insuring that there will be no profit 
without use and value. Privately 
owned utilities must protect them- 
selves from the program of public 
ownership. More than that, they need 
to protect themselves against an ab- 
sence of consumers with money to 
buy. To do this, it is necessary that 
all unnecessary profits be eliminated. 

It will be too bad if the whole prin- 
ciple of private ownership is wrecked 
by a few greedy profit-seekers. 

To protect themselves, privately 
owned utilities must eliminate those 
forces within their own organizations. 
They must be eliminated, not by regu- 
lation, but by the voluntary action of 
the utilities. By this action, they will 
not only make impregnable the princi- 
ple of private ownership; they will be 
cooperating in the effort to insure the 
existence of permanent consumers 
with money to buy. In this respect, 
the privately owned utilities are par- 


ticularly fortunate in having a public 
which, it would seem from recent elec- 
tions, is sympathetic with the princi- 
ple of private ownership. That faith 
must be justified. 


|. Sgseemerps again to the question 
raised in the beginning, we must 
conclude that the public is not satis- 
fied with our present system of utility 
regulation. There are a number of 
reasons why they should not be. 

There is not, however, a general ac- 
ceptance of the opinion of one com- 
mentator, quoted recently in the pages 
of this magazine, to the effect that 
“there is not a commission in a state 
of the Union that can regulate the 
utilities.” It is not impossible that 
such an opinion may come to be uni- 
versally held in the United States. To 
prevent such requires not only im- 
provement in our regulatory program 
and machinery; it requires the ut- 
most codperation of the utility com- 
panies. That codperation should be 
readily forthcoming. Upon it rests 
the success or failure of our regula- 
tory system. 





£4 ISTAKES have been made in our system of railroad regulation, 

some of which have been corrected and others doubtless will 
be. However, if we are to continue private ownership and operation 
of our railroads, which has so far been the basis of our governmental 
policy, we must not only in the interest of the public, but in the interest 
of the roads themselves, continue Federal regulation, and it is not 
unreasonable to hope that as time goes on the regulation which will 
be applied to all transportation agencies will be of a more helpful and 
constructive character than has sometimes been the case in the past.” 


—DANIEL WILLARD, 


President, Baltimore & Ohio Railroad Co. 





Uncle Sam: 
Big Business Man 


Is the old era of “rugged individualism” in business destined to endure? 
Or will it be replaced by a bureaucracy that has already invaded industry— 
and created thousands of government jobs and increased the tax burden 
to the breaking point? During these vital days of economic readjustments, 
when enormous governmental transportation, power, and other projects 
are in contemplation, such questions assume a grave import, In the follow- 
ing article the author undertakes to define where the line should be drawn 
between governmental operation and regulation. 


By NEIL M. CLARK 


CC C ASES?” cried the Congress- 
man. “Certainly!” 

And waving a pair of 
green and yellow pajamas (ladies’ 
silk) he shouted that his secretary had 
bought them from a department of 
the United States government which 
was engaged in the pajama business 
for the sole purpose (or at least with 
the effect) of preventing a private 
merchant from selling the young lady 
those very garments. 

This was, so to speak, only the day 
before yesterday. But in the interim 
events have moved so rapidly that a 
dainty pair of green and yellow pa- 
jamas, government-retailed, seems 
mere chaff in the wind, foam on the 
ocean wave. The government grand- 
ly and frankly moves on through this 
agency or through that, to whip the 
business man and to say to him: 


88 


“Your government can do it bet- 


ter.” 

Cases can be multiplied. In the 
Post Office Department mail 
carriers’ straps . . . thirteen manu- 
facturers eager with bids for the busi- 
ness and the War Department 
walked off with the contract because 
it had an idle plant where harness and 
saddles intermittently are made for 
War Department horses, and the De- 
partment could bid without worrying 
thoughts of taxes, interest on invest- 
ment, insurance, depreciation. 

Cases. In the Tennessee valley 

but what business man does 
not know what is doing there! 

Literally, the Federal government 
and not a few state and local govern- 
ments have drunk heady waters and 
gone into business in competition with 
merchants, manufacturers, contrac- 
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tors, utility operators, speculators, 
farmers, railroad men, bankers, archi- 
tects, restaurant men, and even the 
humble shoe-shine artist. The picture 
can be painted very, very black—if 
black is the color. At least three com- 
petent agencies have assembled large 
bodies of data—‘‘case material,” if 
you wili—to show how the govern- 
ment in literally hundreds of instances 
has become an active competitor. The 
loss to private business has been esti- 
mated in the hundreds of millions of 
dollars yearly. When buyers every- 
where are hiding in the cellar, and 
orders even in the day of the New 
Deal are as rare as sharks’ legs, this 
government gravy looks mighty entic- 
ing. Especially in view of the tax in- 
crease, a tolerable portion of which is 
blamed on the government’s growing 
hand in business. 

Many a business man, therefore, 
has been asking pertinent questions 
lately. Such as these: 

Whither are we drifting? 

Is this particular tide of socialized 
industry never to turn? 

Will the government go on and ex- 
tend its invasion of the field of indus- 
try? 

The splendid individualism so much 
laughed at of late, which nevertheless 
made business what it was in the early 
days of the Republic—was that all 
wrong? Is it all wrong now? Is it 
to be crushed and bureaucracy or 
something worse inflicted in its place? 

The thoughtful business man in- 
sists that big principles are at stake 
here; principles that have to do not 
more with the undisciplined growth of 
private fortunes than with the happi- 
ness and welfare of the mass of in- 
dividuals within the nation. His log- 


ic has the customary tough quality of 
reasoning born of experience; it is 
close to the ground. But there is also 
the finer touch. For the business man 
—doubt it not!—has had his dream 
and his vision. And what does he 
make of it? 

Let’s see. 


HERE is no doubt, the business 

man frankly admits, that in the 
United States we tend to lay a great 
deal of stress on the importance to the 
individual of many material posses- 
sions. Mahatma Gandhi on the other 
side of the earth can make his life a 
spiritual triumph with a loin cloth, a 
pair of spectacles, and a bottle of 
goat’s milk. Spiritual teachers have 
insisted that material possessions may 
easily come between a man and his 
soul. Nevertheless and notwithstand- 


ing, says the tough-minded business 


man, let it not be forgotten that other 
things may also come between a man 
and his soul, especially in that plane 
of humanity where most of us dwell, 
somewhere below the saints and some- 
where above the swine. 

And what are these “other things?” 
Well, he says, one of them is physical 
starvation—sheer hunger. Another is 
bodily exhaustion in the daily strug- 
gle to preserve existence. A third is 
mental starvation, arising from what- 
ever cause, but due very often to the 
inability to acquire the wherewithal to 
enjoy music, art, literature, travel, 
even the movies and picnics, and 
everyday amenities of civilized exist- 
ence. Material possessions and a ma- 
terial civilization, so-called, are justi- 
fied, he insists, when, if, and to the 
degree that they aid in banishing the 
hungers which have kept masses of 
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people in virtual slavery. Oh, yes, 
the business man has a bit of idealism 
under his hide, and though he says 
freely enough, “The one thing any- 
body’s in business for is to make mon- 
ey, and don’t let ’em tell you differ- 
erent!” still, he fights for that other 
thing too. He likes to feel that he is 
part of a movement that is somehow 
making the world better. 

On this high point his best thinking 
turns. There are few who will deny, 
he points out, that the United States 
has led the world in giving to the in- 
dividual opportunities to acquire ma- 
terial possessions which aid in making 
life more tolerable. He does not say 
that we have abolished poverty. No 
such thing. Nor that we live in a ma- 
terial paradise. Rubbing recent 
bumps, he knows better. He knows 
we have neither abolished human na- 
ture, nor invented a universal back- 
bone-stiffener for the spineless. But 
he does insist on the trite but apposite 
illustration that the reasonably indus- 
trious laborer in this country today 
can enjoy a better bath morning, noon, 
or night than Queen Elizabeth at her 
hotsiest, and that his home is better 
heated, lighted, furnished ; his news of 
the world is infinitely fresher and 
more accurate ; his range of travel and 
opportunities for recreation are far 
greater, than were enjoyed even by 


q 


e 


the wealthy barely a century or so ago. 
And in spite of doubts raised by the 
depression, the end, he feels sure, is 
not yet. 


HE business man, in short, does 

stoutly maintain that this nation 
has provided conditions favorable to 
a magnificent experiment; an experi- 
ment which proved itself economical- 
ly sound though capable of vast im- 
provement (he never denied all that), 
looking not solely to the aggrandize- 
ment of a few, but also to the mate- 
rial welfare and comfort of the great 
body of people. Our form of gov- 
ernment, he says, guaranteeing equal- 
ity of opportunity for all, was a direct 
aid to this experiment, which could 
not have been carried out under an in- 
terfering autocracy nor an autocratic 
communism. Business throve. Pri- 
vate initiative had its chance; for one 
thing, because it was unhampered by 
needless exactions and restraints; for 
another, because in a society so con- 
stituted, there developed markets the 
like of which were never known be- 
fore. 

The average man had money, In 
the aggregate, a great deal of money. 
And he spent it. 

In this form of society, it is free- 
ly admitted, abuses appeared. Some 
of the people became fabulously rich. 


“THE Federal government, and not a few state and local 
governments, literally are in business in competition with 
merchants, manufacturers, contractors, utility operators, 


speculators, farmers, railroad men, bankers, architects, 
restaurant men, and even the humble shoe-shine artist. 
The loss to private business has been estimated in 


the hundreds of millions of dollars yearly.” 
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Wealth connotes power, and power 
connotes abuse. In order to protect 
those otherwise unprotected from the 
greed of powerful corporations, and 
in order to preserve equality of oppor- 
tunity (note this) the thinking busi- 
ness man insists on regulation of in- 
dustry. And this form of regulation 
gradually won acceptance as a proper 
governmental function. 


AS might have been anticipated, 
government regulation in turn 
developed abuses. 

Everybody knows that regulators 
occasionally forgot their original pur- 
pose and their natural function, and 
by occasional excessive regulation, 
succeeded in creating special opportu- 
nities for the competitors of those 
regulated. There are notorious in- 
stances of this today. The business 
man argues that when this sort of 
thing happens, the government injects 
itself unfairly into business; that it 
assumes the function of management 
without accepting the onus of respon- 
sibility. In one way or another, he 
wants this corrected and guarded 
against in the future. He insists, 
however, that the abuses of regula- 
tion, however serious in some in- 
stances, have been small compared 
with benefits. 

On the whole, he says, regulation 
has not failed. We have merely 
reached a point where we ought to 
remind ourselves what regulation is 
really intended for, what purpose it 
serves, where its limits ought to lie, 
in order that too heavy a hand of con- 
trol (or actual injustice) may not 
strangle and stultify the qualities that 
have given our business fabric its 
character. 


N another quarter of the govern- 
ment-in-business arena, the busi- 
ness man finds something more alarm- 
ing to him: he sees the government 
creeping out on every hand; he sees 
expanding bureaus and departments 
grabbing all the landscape. Some of 
this expansion, he realizes, was done 
originally at his own request, and he 
wonders what imp of Satan deluded 
him into thinking he was going to like 
it. Some of it he attributes to an hon- 
est desire on the part of government 
servants to give more service ; some of 
it he lays at the door of natural ambi- 
tion, energy, steam of government 
employees, seeking an outlet. How- 
ever it came about, he has no difficulty 
finding cases that dramatize the threat 
to his ideal for business and for the 
larger welfare of the country. 
Let’s look at a few of those cases. 


Dene on board a Navy vessel or 
at an isolated naval station, fre- 
quently needs this or that which the 
government does not supply him. 
Canteens and ship’s stores came into 
being, modestly enough in the begin- 
ning, to cater to his wants; but like 
the famous turnip, they grew and they 
grew. They were taxed not, neither 
did they pay for light, heat, rent, or 
supervision as ordinary stores incon- 
siderately must. Yet they stepped 
ashore here and there, even at naval 
stations not a bit isolated, and set up 
shop to sell, more or less openly, to all 
and sundry, whether in the naval fam- 
ily or out of it. 

Merchants in the neighborhood of 
one naval base have estimated their 
losses in business on this account as 
between five and six million dollars a 
year. 
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Three Ways in Which Uncle Sam Goes into Business: 





AD 

















“a three ways the business man observes 
the intrusion of government into pri- 
vate business. Count them off: 

“First, by the transformation of regulation 
into control; 


“SECOND, by the expanding of departments 


and bureaus; 


“THIRD, by the creation of government cor- 


porations.” 





Post exchanges of the Army and 
the Marine Corps likewise found their 
little puddles growing into ponds. 
One exchange was reckoned to be do- 
ing a business of $600,000 a year, and 
operated, among other things, a book 
store, a dressmaking establishment, a 
beauty parlor—and sold pajamas! 


pinged industrial plants al- 
so, like the harness shop afore- 
mentioned, have been established to 
produce a host of things, many of 
which can be bought conveniently, and 
usually for less, than from private 


concerns. Some of the commodities 
complained of are paint, varnish, fur- 
niture, mattresses, fire extinguishers, 
gasoline engines: 

There are many more. The Army 
has a uniform factory. So has the 
Navy. The Navy has six steel found- 
ries, capacity, 200,000 tons. The 
actual output in 1928 was 5,000 tons. 
Yet the steel industry of this country 
has an excess productive capacity that 
could swallow the Navy’s business as 
easily as a cough drop! 

The business man’s objection is that 
this creeping-out of the government 
into fields of activity which private 
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business can occupy, is a serious con- 
tribution to business depression. The 
government takes business from the 
business man; and at the same time it 
raises his taxes. He agrees that it is 
a very subtle movement, and that it 
is exceedingly difficult to formulate 
precise rules that will govern every 
case. (Should a government depart- 
ment, for example, install a machine 
to make rubber stamps? Or should it 
scrupulously buy them from private 
dealers?) He feels, however, that 
unless limits are set somehow, the 
threat will continue to grow until it 
becomes a devouring menace. 


B” there is a third line of govern- 
ment encroachment about which 
he feels, perhaps, more bitterly still. 
To his amazement and consternation, 
he finds the government going 
straight into business by means of 
government-owned or government- 
backed corporations. 

Here, indeed, the business man runs 
into “the real thing.” These corpo- 
rations, he knows, use public money. 
And it seems to him illogical, danger- 
ous, and improper, that by a decision 
of the Supreme Court, the officers of 
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these corporations should be held not 
liable under the criminal statutes relat- 
ing to officers of the United States and 
the accounting they must make . for 
public funds.* 

The development of government- 
owned corporations has taken place 
mostly since 1916; at that time it was 
a war baby. As far back as 1904, 
however, the stock of the Panama 
Canal Railroad was acquired by the 
United States, and this elder child of 
the family has done very well by it- 
self. The Panama Railroad today op- 
erates steamships, ranches, hotels, 
stores, and public utilities ; it sells coal 
—even refusing leases to private coal 
companies, it is said, for fear of com- 
petition. It’s a great big husky busi- 
ness. But it isn’t the only one of its 
kind nowadays. Not by a long shot! 
Read the list of corporations that have 
been authorized since the war taught 
us what a grand scheme it was. Here 
it is: 

The Merchant Fleet Corporation 

United States Grain Corporation 

War Finance Corporation 

Intermediate Credit Banks 

United States Housing Corporation 

Sugar Equalization Board 

Spruce Production Corporation 

Russian Bureau, Inc. 

Inland Waterways Corporation 

Subsidiaries of the Federal Farm 
Board, organized with government 


loans. 
Tennessee Valley Authority 


A few of these have liquidated and 
passed out of the picture, or are doing 
so. Others are apparently growing 
in power. And new ones, including 
the Home Loan Banks, are rising 
proudly above the horizon. 





1 United States v. Strang (1921) 254 U. S. 
491, 65 L. ed. 368. 
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How far, the business man asks 
grimly, is it going to go? 


| need hardly be said that this entire 

movement is looked upon with joy 
by those who anticipate the eventual 
complete socialization of all industry. 
A Socialist writer and economist has 
this to say in a recent book: 

“The public corporation of the future 
should be definitely reorganized. It should 
not be a mere department of a political 
government, with all the red tape and Sow 
litical patronage that that involves. he 
war and subsequent developments in col- 
lective ownership have taught the value of 
the government corporation as an instru- 
ment for social control.” ® 
The italics, of course, are mine. 
By the three ways mentioned, then, 

the business man observes the intru- 
sion of government into private busi- 
ness. Count them off: 

First, by the transformation of 
regulation into control; 

Second, by the expanding of depart- 
ments and bureaus; 

Third, by the creation of govern- 
ment corporations. 

Now let us examine four major 
points that the business man insists 
on bringing up with regard to this 
whole movement and its bearing on 
those ideals and dreams that he does 
carry in his head as a worthy goal for 
a nation like ours. These points will 
be stated in a form which, it is barely 
possible, may be subject to debate. 


I When the government conducts a 
e business, it does so with marked 
economy and efficiency. 

Is this not so? 


It would be bad manners at this 
late date, no doubt, to introduce our 


2 Laidler, “Concentration in American In- 
dustry,” page 463. 









PUBLIC UTILITIES FORTNIGHTLY 


old friend “profit motive.” He has 
been batted over the head, jeered at, 
knocked down, and walked on, but 
for a wonder, there’s life in the old 
dog yet! The business man knows, 
(none better!) how results are ob- 
tained in an organization. Somebody 
at the top wants a profit on his money. 
Merely wanting it, doesn’t earn it. 
He has to make it worth while for 
his employees to help him. He uses 
all sorts of incentives as intelligently 
as his particular set of brains permits. 
He usually finds that the good old 
“profit motive” is very much alive in 
them too, along with other lesser mo- 
tives. He pulls the strings according- 
ly. It’s a great game, and it works. 

One thing which the business man 
knows, if he knows no other, is that a 
keen desire for profit produces the 
leadership that energizes business, and 
results in economies and efficiencies— 
and no other motive has yet been 
found that operates equally well with 
any considerable number of people. 

In other words, business organized 
for profit is a “natural.” But what 
about business organized for the glory 
of government or the service of man- 
kind? Are there qualities inherent in 
it that make for an equal degree of 
economy and efficiency? 

According to the business man, 
statistics give the answer. History, 
the record of experience, gives the 
answer. Common sense gives the 
answer. Cases give it. 


q 


Bows Navy has a plant on the Po- 
tomac for the manufacture of 
smokeless powder. The plant repre- 
sents an investment of $14,000,000. 
Labor costs amount to $1,000,000 
plus per year, for a yearly production 
of 2,000,000 pounds of powder. The 
price of the powder, if bought from 
private manufacturers, is (or lately 
was) 534 cents per pound. Take a 
pencil and figure it out! 

This, says he, is the common story 
in government operation. Take the 
parcel post, which is really big busi- 
ness. The following are figures for 
1930: 


Eight maetont thirty seven million 


pieces of ?—- post mail were handled; 

for this the Post Office Department re- 

ceived $151,000,000. After deducting only 

operating expenses the Department had a 

deficit of $15,000,000. 

Compare these figures with the fol- 
lowing for the same year for the ex- 
press companies, operated for profit, 
and handling the more difficult pack- 
age business: the Post Office, it is 
declared, is more or less deliberately 
trying to grab this business: 
two million express 


d; for this the com- 
000,000. After deduct- 


One hundred oar 
packages were handle 
panies received $132 
ing all operating expenses and all items of 
overhead expense, including interest and 
taxes, the companies had a net income of 


HE business man dreams of an 
energized Post Office. Suppose, 
says he, it were managed as a private 
business is managed, with the drive of 


e 


“THE business man’s objection is that this creeping-out of 
the government into fields of activity which private busi- 
ness cam occupy, is a serious contribution to business de- 


pression. The government takes business from the busi- 
ness man; and at the same time it raises his taxes.” 
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profit behind it. Paths of promotion 
would then be opened to employees— 
and they wouldn’t have to wait till 
somebody died. There would be un- 
usual rewards for unusual merit, in- 
stead of a lifetime’s meager earnings 
scheduled in advance down to the last 
dime and nickel. There would be 
district managerships and postmaster 
generalships to be striven for, earned 
from the ranks. Individual mailmen, 
like meter readers in a well-managed 
utility, would be on their toes to de- 
liver mail to the largest possible 
number of families, or to increase the 
“business” in their districts. The 
total number of employees would cer- 
tainly be less ; but the pay of each one 
would be more, and many of these 
would be stockholders and would 
share directly in profits. The cost of 
labor per letter or package handled 
would be less. 

In short, the business man declares, 
business management for profit would 
undoubtedly convert the recurring 
postal deficits into a profit and give 
better service at lower rates. 

That’s his picture. Is it an idle 
dream and nothing more? Certainly 
it is speculative. Yet within the last 
month, two business men whose names 
would be known instantly to most 
people in the United States, have told 
me that they would tackle the venture 
eagerly and with confidence of success. 


i fg it may be asked, of what ulti- 
mate significance are economy 
and efficiency, after all? What's the 
difference to the average man, for 
example, so long as the mail all does 
get delivered ? 

Well, the business man replies, 
there’s an immense amount of sig- 
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nificance. If the cost of a commodity 
which is generally desired is high, he 
points out, fewer people can enjoy it 
than if the cost is low, or else they 
must be satisfied with smaller quanti- 
ties, or poorer quality. All costs some- 
how have to be paid eventually, and 
paid by consumers. Any abrogation 
of this law can have only a temporary 
effect. There may be shifts and eva- 
sions. Nevertheless, Post Office defi- 
cits do finally come out of our tax 
pockets ; so too with all other govern- 
mental business transactions where 
ends do not meet—as they so seldom 
do. It is, therefore, definitely to the 
interest of the great body of consum- 
ers, that whatever commodities are 
commonly consumed, whatever serv- 
ices are universally desired, should be 
produced in the cheapest possible way. 
Business for profit in a competitive 
society which safeguards equal oppor- 
tunity, is the natural way to produce 
cheaply. Government has never shown 
similar skill. 


II Government conduct of busi- 
e ness is particularly conducive 


to progress. 


Is it not so? 

Let’s see. 

Within recent memory in the elec- 
trical industry what was (or shall we 
say is?) the motive inspiring research 
and invention looking to the speedy 
development of a device for cooling 
homes, a device, that is, not merely 
able to do the job, but one that can be 
sold at a price, and installed under 
conditions, which will bring it within 
the reach and desire of large numbers 
of potential buyers? 

Was the motive service? Was it 
an abstract desire to bring comfort 
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When Regulators Assume the Functions of Management 


“R 





rected.” 


EGULATORS occasionally 
original purpose and their natural func- 
tion, and by occasional excessive regulation 
succeeded in creating special opportunities for 
the competitors of those regulated. ; 
The business man argues that when this sort 
of thing happens, the government injects it- 
self unfairly into business; that it assumes the 
function of management without accepting the 
onus of responsibility. He wants this cor- 


forget their 





humanely to human roasting-ears on 
hot summer days? Or was it—is it— 
a desire among competitors to be early 
in a field where it is recognized that 
products of genuine merit will even- 
tually find a huge market and yield 
excellent profits? 

Again, is it conceivable that we 
should have the advantages of radio, 
electric refrigeration in the home, uni- 
versal telephones, and a thousand 
other material possessions character- 
istic of our particular civilization, if 
this motive and this prevalence of op- 
portunity had not both been present? 

Why is it that the Post Office De- 
partment, of its own volition and up- 
on its own initiative, has introduced 
scarcely one novelty, invention, or im- 
provement in postal service in a score 
of years? Is it because the service 
was perfect? Or was it because mo- 
tive, drive, incentive were lacking? 

It is not difficult to guess the busi- 
ness man’s answer to these questions. 
He says that progress, in so far as it 
is measured by inventions and new 
discoveries, is not something dropped, 
like manna, from the skies. Some 
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great inventions may possibly have 
been accidents, though he challenges 
you to name two or three, out of hand. 
Most of them, he knows, were made 
because somebody had a powerful mo- 
tive for finding a way to do a par- 
ticular job. Such a motive, for ex- 
ample, as profit. 

If we lived in a completed, perfect 
society, in which nothing new was to 
be hoped for or desired, this point 
which the business man raises might 
be of the least possible consequence. 


III. 


justice. 


When government controls 
business, there is universal 


Each one, then, receives his just 
deserts. Is this not true? 

Recently I was sitting in the office 
of a celebrated manufacturer—one of 
the two mentioned above with a fancy 
for making over the Post Office with 
the profit motive added. I had written 
an article for a magazine of very large 
circulation, based on an interview 
with this gentleman, and had incor- 
porated some of his ideas along this 
line. He was reading the manuscript. 
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I sat watehing his face. In the middle 
of a page, I saw his lips tighten. He 
raised his eyes, and as they met mine, 
there was something like pain in them. 
He shook his head, and with a quick 
move of his arm, drew his pencil 
through an entire paragraph. That 
paragraph is lying before me at this 
moment. It began as follows: 

“It is my sober judgment that if the 
United States Post Office Department, to 
take an example, were in private hands, 
operated by some corporation similar to the 
telephone company, with profit as an ob- 
jective, and with assurance of comparative 
freedom from hampering regulation beyond 
that necessary to secure public welfare—I 
soberly believe that we should never hear 
of such a thing as a postal deficit. . . .” 
There was more. 

“I’m sorry,” he said, “but it will 
have to come out. That is substan- 
tially what I said to you, and it’s 
exactly what I believe. But I don’t 
dare let you say it coming from me.” 

This was a man of courage, mind 
you, not a puss-in-the-corner head- 
hider. A fearless man. Yet he dared 
not utter in print a sincere conviction 
about a matter of first-rate impor- 
tance to the people of the country. 

Why? He told me why, plainly 
and in detail. It was not the result 
of one experience only, but of ac- 
cumulated threats. It’s a humiliating 
piece of business. I should like to 
repeat it all, for the flood of light it 
throws on government in business; 
but on my word I cannot. Suffice it 
to say that this man is responsible to 
hundreds of stockholders. Here’s 
part of his predicament. A certain 
bureau official in Washington has the 
power to throw to his company, which 
is the logical company to receive it, 
a very large volume of business. 
Once, years ago, this bureau official 
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had his sport feathers ruffled. He 
tweaked that business away, gave it 
to somebody else without will-you- 
wont-you, and the company that 
should have had it suffered to the tune 
of millions before they got it back. 

Jacks-in-office. Little people with 
whips, picking favorites. Folks mo- 
tivated by what Mills characterized 
very kindly as “the obstructive spirit 
of trained mediocrity.” The business 
man finds it hard to believe justice lies 
in a system like that. 


N other directions, too, the business 
man finds evidences. A circular, 

now somewhat famous and perhaps 
already half-forgotten, was issued to 
customers of the Navy commissary 
store at Newport, Rhode Island. It 
announced the sale of automobile tires 
and tubes of standard makes, “at 
prices approximately 50 per cent of 
the average retail price for the same 
size and make.” The author of this 
illuminating document added the 
hush-hush injunction: 

“As a means of preventing causes of 
complaint on the part of local dealers... 
patrons are earnestly requested to hold any 
information concerning same as strictly 
confidential.” 

A Federal store in Kansas sells—or 
did sell—cigarettes for 2 cents less 
than stores privately operated. The 
reason? Privately owned stores have 
to pay a 2-cent state tax; the Federal 
store doesn’t! 

The business man wonders in his 
heart if it is quite sporting—if it is 
wholly “just”—for a father to cheat 
his child. He wonders how it would 
look if a baseball “czar” made rules 
which he enforced against all but his 
pet team. He is moved to ask by what 
right a government rules citizens by 
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“OnE thing which the business man knows, if he knows no 
other, is that a keen desire for profit produces the leader- 
ship that energizes business, and results in economics and 


efficiencies—and no other motive has yet been found that 
operates equally well with any considerable number of 


e 


people.” 
one set of laws, and itself by another. 
IV Government conduct of busi- 
e ness is founded on sound 
economic principles. 


Is it not so? 

Consider Johnny. His dad was 
rich. Johnny entered his first busi- 
ness at the age of ten, with a sidewalk 
lemonade stand. He bought lemons 
and sugar on credit and gave away 
most of his lemonade or drank it 
himself. Dad made up the daily 
“deficit.” 

At twenty-two, Johnny was “earn- 
ing” fifteen thousand dollars a year. 
And once a year, Dad had a house- 
cleaning. He paid all of Johnny’s 
debts which the fifteen thousand 
wouldn’t cover. 

At thirty, Johnny learned that Dad, 
being naturally mean or something, 
had lost all his money. Now, Johnny 
is wondering who is going to pay his 
future “deficits.” “Somebody,” ac- 
cording to his earnest view, “has jolly 
well got to.” 


HERE seems to be something in 

the rule, as an enduring economic 
principle, that outgo cannot remain 
greater than income for‘any length of 
time. The business man runs into 
this principle for better or worse 
every time a statement is laid on his 
desk. And he knows that hundreds 
of millions of people have bumped 
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their silly heads when trying to live 
by some other doctrine of personal 
finance. But the government in busi- 
ness, he insists, is very much like 
Johnny. It is habitually careless 
about this grand old rule. Deficits are 
incurred—and thus far Uncle Sam’s 
“Dad” hasn’t lost his money. Uncle 
Sam, running short, still looks losses 
smilingly in the face. He holds out 
his hand and says: 

“Sorry, old thing, there seems to 
be a little deficit here. Pass the taxes, 
please!” 

Will “Dad” Taxpayer’s money hold 
out indefinitely? It is part of the tart 
irony of the situation that Uncle Sam, 
business man de luxe, makes his vic- 
tims pay the cost of being victimized! 


AN the government’s way of do- 

ing business last? Should it? 

If it does, can the welfare of the in- 

dividual increase hereafter as hereto- 
fore? 

These are the business man’s quer- 
ies. If, says he in answer, the motive 
to secure economy and efficiency are 
not present in the governmental way 
of managing business; if the urge to 
speed up progress is not in it; if simple 
justice is not in it; if it is not based 
on sound economics: then is there any 
hope of insuring the continuance of 
that magnificent experiment spoken of 
earlier, if we complacently allow gov- 
ernment to go on its slipshod business 
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way to greater and greater lengths? 
He does not think so! 

He is willing enough to grant that 
private industry—that is to say, si- 
mon-pure individualism in an era of 
unrestricted competition—has un- 
doubtedly failed in more than one re- 
spect, even aside from the moral and 
social issues involved in the crushing 
of the weak by the strong, inequitable 
distribution, and all that. He is not 
proud, for example, of the blind and 
incompetent wastefulness by indus- 
tries, when for lack of planning, plants 
and productive capacity have been 
multiplied beyond all reason, beyond 
all possibility of use. He knows that 
society eventually pays the cost of un- 
necessary duplication; the consumers 


pay it. He is willing to call this a 
muddling, ineffective process. But he 
thinks it can be remedied to a great 
extent, and should be, by industry it- 
self through associations operating 
under government sanction, or by the 
government acting as a regulatory or 
licensing agency. 

In directions like this, the business 
man believes the true social interest 
is going to be looked after in the fu- 
ture more carefully than it has been 
in the past. He even concedes that 
government will find demands upon 
it to expand as a competent regulator. 

But he insists that there is a fine 
line which government cannot safely 
cross. He is entrenching along that 
line and expects to hold it. 








Monopoly and Competition in the 
Utility Field 


A salesman called upon a householder not 
long ago and tried to sell him an electric 
refrigerator. He was unsuccessful. The 
householder preferred to keep on with the 
ice man. 

Thousands of electric refrigerators and gas 
refrigerators have been sold, but they have 
always been sold in competition with the 
service rendered by the ice man. 

* 7 


When gas was introduced for lighting pur- 
poses, it had to be sold in competition with 
kerosene oil. Later when it became a heating 
proposition, it had come in competition with 


oil. 
Electricity for lighting purposes had to be 
introduced in competition with gas. When 
sold for commercial purposes, it had to sup- 
plant the steam engine, an active competitor. 
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When offered to the public by companies op- 
erating central stations electricity had and 
still has to be sold in competition with the 
small individual plants. 

* * 

And the railroads—who would say the 
railroads could today charge what the traffic 
would bear, even if there were no such thing 
as price regulation by the government? There 
is plenty of active and potential competition 
in the transportation field. 

* * 


The monopoly privilege under Federal and 
state regulation protects the public and the 
companies only from wasteful competition 
between utility companies of the same kind. 
It merely enables them to compete more effec- 
tively with their old rivals, steam, coal, and oil. 

They have no monopoly of service, 





Knoxville, ‘Tennessee 


What Moved the Voters to Declare for 
Municipal Ownership 
By MIMS THOMASON 


OTHING short of a miracle could 
N have stopped the Tennessee 
Valley Authority steam roller 

which swept municipal ownership into 


Knoxville, Tenn., November 25th. 

Bowed down with the depression 
and staggering under the burden of a 
heavy bonded indebtedness, the tax- 
payers of Knoxville were promised 
heavy reductions in power rates and 
threatened with removal of the Au- 
thority’s offices from Knoxville if 
municipal ownership were rejected. 

“Tt will be a friendly gesture to- 
wards the President” was one argu- 
ment among many of a like nature 
which induced the voters to shoulder 
a $3,225,000 bonded indebtedness, 
which added to the $26,800,000 the 
city already owes, makes Knoxville 
the most heavily indebted city per cap- 
ita in the state and probably in the en- 
tire South. 

Proponents of municipal ownership, 
chief of which was The Kno.ville 
News-Sentinel, a member of the 
Scripps-Howard chain, harped contin- 


uously on the probability of removal 
of TVA offices from Knoxville in the 
case the vote was adverse to ratifica- 
tion of the proposed municipal power 
system. 


HE night before the election, Dr. 

Arthur E. Morgan, chief of the 
TVA, refused to put an end to the 
whispering campaign that the Author- 
ity would pack up and leave town un- 
less bonds were voted. 

“T won't say,” he told newspaper- 
men. “I’m not sure what would be 
done.” 

That remark will be taken by many 
persons to illustrate the attitude of 
the Authority towards the Knoxville 
election despite the insistence of David 
E. Lilienthal, Authority member in 
charge of power, that: “We are not 
concerned with local politics and will 
stay out of local elections.” 

Between August 15th and Novem- 
ber 20th, the Tennessee Valley Au- 
thority spent $1,083,971 for equip- 
ment, supplies, and purchases. Of 
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that amount, $201,701 went to Knox- 
ville firms. Orders were staggered. 
If a lumber order was placed, for in- 
stance, four of five lumber concerns 
in Knoxville each got a few hundred 
dollars of the total order. 

Much was made during the cam- 
paign of the big TVA payroll. Real 
estate agents told how vacant houses 
were filling up. Prominent citizens 
admitted they were opposed to gov- 
ernment in business but gave out 
newspaper interviews and asked the 
bonds be voted “in order to codperate 
with the TVA.” 


D URING the ten days preceding the 
election the TVA released in- 
quiries and orders to a large number 
of local dealers, manufacturing con- 
cerns, and manufacturers’ agents for 
material and supplies. 

Although there are approximately 
18,000 voters in Knoxville, the people 
were so confused on the issues in- 
volved that only 7,786 turned out to 
cast ballots on the proposal for mu- 
nicipal ownership of an electric light 
and power distribution system. The 
official count showed: for the bonds, 
5,124; against the bonds, 2,662. 

But the referendum was not a vote 
for or against the bonds or for or 
against municipal ownership. It was 
an expression of appreciation for the 
material things the TVA was bring- 
ing to Knoxville, the city that nestles 
in the very heart of the Valley de- 
velopment. 

The entire campaign was based up- 
on an appeal for support to the TVA 
and was so considered by the voters 
in their personal conversations and 
public expressions. 


One thing is certain. Had Knox- 


ville been voting upon municipal own- 
ership with the power supply to come, 
for instance, from the enormous pow- 
er resources of the Aluminum Com- 
pany of America, a few miles from 
the city, instead of from the TVA, 
the anti-bond group would have been 
victorious. 


HE question of municipal owner- 

ship in Knoxville arose out of 
the activities of the TVA in Knox- 
ville and the neighboring communi- 
ty, Norris, Tenn. The site of Norris 
dam on the Clinch river is approxi- 
mately twenty miles from Knoxville. 
Tennessee Valley Authority has es- 
tablished its headquarters in Knox- 
ville. The Authority occupies the 
principal parts of two large office 
buildings, has rented space for several 
hundred automobiles in a large down- 
town garage, and two or three days be- 
fore the election Authority officials 
said they would take over the soon- 
to-be-vacated present postoffice build- 
ing. 

The appeal was made that the citi- 
zenship of Knoxville, regardless of 
the economics involved and regardless 
of whether the plant would be suc- 
cessful if built should, of loyalty to 
the President of the United States and 
his program, and as an expression of 
appreciation of the localized activities 
of the TVA, vote $3,225,000 bonds 
whether the bonds were ever used or 
not. 

The News-Sentinel, the Scripps- 


Howard paper, on the day of the elec- 


tion, in a front page editorial said in 
part: 

“Your failure to vote amounts to a vote 

against the bonds, against cooperation with 


the TVA power project, a refusal to ac- 
cept Knoxville’s great opportunity.” 
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Knoxville’s Expression of Appreciation of the TVA 


ee A LTHOUGH there are approximately 18,000 voters in Knoxville, 

the people were so confused on the issues involved that only 
7,786 turned out to cast ballots on the proposal for municipal owner- 
ship. . . . But the referendum was not a vote for or against the 
bonds or for or against municipal ownership. It was an expression of 
appreciation for the material things the TVA was bringing to Knox- 
ville, the city that nestles in the very heart of the Valley development.” 





On the same day, Mayor John T. 
O’Connor, Knoxville’s Irish-Catholic 
labor leader, received a telegram from 
Senator George Norris, which was 
publicized all over the city. The mes- 
sage said: 

“T congratulate you upon the righteous 
fight you have made in behalf of the peo- 


ple of Knoxville and I have no doubt you 
will achieve a great victory.” 


Birmingham had turned municipal 
ownership down a few weeks back. 
Was Knoxville to side-step its golden 
opportunity? “The horn of plenty 
is at the city’s door,” was the cry. 


D ESPITE the efforts of The Knox- 
ville Journal to point out the 
financial plight of the city and the un- 
‘certainty of the whole project, that 
phase of the question was overlooked. 

Knoxville, a city of 105,000 souls 
—not counting the employees of the 
“soulless power trust”—was forced to 
pay out almost $200,000 this year in 
order to refund more than $7,000,000 
of the city’s bonds falling due between 
January 1, 1933, and January 1, 1939. 


For more than a year city employ- 
ees including school teachers, police- 
men, firemen, and local merchants 
have been issued city warrants. More 
than $800,000 city scrip is now out- 
standing. Each warrant bears 6 per 
cent interest and in addition it costs 
another 2 per cent to print and dis- 
tribute the scrip. 

The total assessed value of proper- 
ty in Knoxville is less than $120,000,- 
000. The indebtedness of the city is 
approximately 25 per cent of the to- 
tal value of property in Knoxville. 
The bonds of the city are selling at 
70 cents on the dollar. But the cam- 
paign based on “City-TVA Power” 
won out. An editorial in The News- 
Sentinel, Friday, November 24th, 
said: 

“Keep It Here: 

“Chattanooga wants the TVA offices. 
And now comes a Birmingham lawyer who 
threatens court action to force the TVA 
to move to Muscle Shoals. 

“The TVA itself prefers to be in Knox- 
ville. Doubtless they will oppose efforts to 


make them move—particularly if Knox- 
ville gains the distinction of being the first 
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major city in the valley to make possible a 
TVA power market.” 


HE Birmingham incident referred 

to was a law suit which was 
threatened to make the Authority 
abide by the provision of the act of 
Congress creating the TVA which 
says in Section No. 8a: 

“The corporation shall maintain its prin- 
cipal office in the immediate vicinity of 
Muscle Shoals, Alabama. The corporation 
shall be held to be an inhabitant and resi- 
dent of the northern judicial district of 
Alabama within the meaning of the laws 


of the United States relating to the venue 
of civil suits.” 


Regardless of Congress, the TVA 
maintains its largest office in Knox- 
ville. The three directors are making 
their homes in Knoxville. And, as the 
municipal ownership advocates said, 
the Authority would want to stay in 
Knoxville provided Knoxville voters 
approved the bond issue. 

The Tennessee Public Service Com- 
pany, a subsidiary of the National 
Power & Light Company, operates in 
Knoxville. Its rates are among the 
lowest in the state. Tennessee Pub- 
lic Service Company serves Knox- 
ville and adjacent territory. It oper- 
ates an electric light and power sys- 
tem and furnishes the city with the 
street railway and bus service within 
the city. 


HE company’s rates and charges 

are subject to regulation by the 
Tennessee Railroad and Public Util- 
ities Commission. The present rate 
charged for residential and lighting 
service is 60 cents per month plus 5 
cents per kilowatt hour, with optional 
and lower schedules for residential 
customers using service other than 
lighting. The commercial lighting 
service furnished by the company is 
under a general rate schedule of a fixed 


plus energy charge form averaging 
4.9 cents per kilowatt hour. Power is 
furnished under a number of class 
schedules applying to the particular 
industries involved. 

The city has fixed no proposed 
rates. There was a report of an en- 
gineering firm employed by the city, 
which report suggested the use of the 
rates promulgated by the Tennessee 
Valley Authority as proposed retail 
rates for municipalities buying serv- 
ice from TVA and distributing it 
through municipally owned systems. 
The engineers claimed in their report 
that these rates were one half of the 
company’s present schedule of rates in 
every classification of service. 

The present company has an exist- 
ing investment in its electric business 
in Knoxville and the neighboring ter- 
ritory of approximately $13,600,000. 

Engineers’ estimates furnished the 
city indicated that the city’s distribu- 
tion system could be built for $3,225,- 
000, and would exactly duplicate and 
parallel within the city limits the ex- 
isting electric distribution system of 
Tennessee Public Service Company. 
Other competent engineers questioned 
the estimate as being too low and en- 
tirely inadequate. 


HE company has not announced 

its plans for the future. Its fran- 
chises to operate are perpetual. It is 
believed, however, that if it meets 
competition from a city-owned system 
that drastic electric rate reductions and 
perhaps total elimination of the street 
railway system will follow as a natu- 
ral consequence of such competition. 
The transportation system has been 
partially supported by the electric op- 
erations and, failing this support, is 
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not self-sustaining and cannot be con- 
tinued in operation. 

On the day before the election, R. 
W. Lamar, general manager of Ten- 
nessee Public Service Company, said 
that his company was willing to co- 
Operate with the TVA for the pur- 
chase and distribution of power at 
rates which would afford a fair return 
upon the company’s investment. He 
said any savings resulting from the 
purchase of TVA power would be 
passed on to the consumers. 

But Mr. Lamar’s appeal came too 
late. It was lost sight of in the in- 
sistence that a failure to vote the bonds 
would be an expression of disloyalty 
to the President and a demonstration 
of the failure to appreciate the TVA 
activities, and that following such a 
failure the TVA would probably stop 
spending money in Knoxville and sus- 
pend operations in the vicinity. 


NOXVILLE’S application for the 
$3,225,000 loan has already gone 
forward to the Public Works Admin- 
istration in Washington. [Federal Ad- 
ministrator Harold L. Ickes, accord- 
ing to a Washington dispatch to 
Knoxville, said immediate considera- 
tion would be given the application. 
On Saturday, December 2nd, Ten- 
nessee Public Service Company wired 
Mr. Ickes and the Tennessee state ad- 
visory board of the Public Works Ad- 
ministration asking for an opportuni- 
ty to be heard before Knoxville’s loan 
is approved. 
The company on the same date ad- 
dressed a letter to city council, saying 
in part: 


“The recent election in Knoxville has 


made clear the appreciation of the people 
of Knoxville for the development of the 
Tennessee valley and the whole-hearted de- 
sire of the people to assist in this develop- 
ment and to participate in the benefits there- 
of. We do not believe, however, that the 
results of this election justify the conclu- 
sion that there is a desire upon the part of 
Knoxville to destroy the property and busi- 
ness of the Tennessee Public Service Com- 


pany. 

“We also feel that . . fair-minded 
men have always been able to reach a com- 
mon ground of agreement after discussion 
and consideration, particularly where the 
greatest good to the greatest number is 
honestly sought after. 

“Knowing full well that such an approach 
to the solution of this great question now 
facing Knoxville involves substantial sacri- 
fices on our part we nevertheless still feel 
there is a common ground upon which you 
and ourselves can reach after discussion 
and consideration of all of the points and 
questions involved in this important com- 
munity problem. 

“We assure you we are entirely willing to 
cooperate with you and the people of Knox- 
ville and the Tennessee Valley Authority 
in securing the advantages desired. ; 


i is hard to foresee just what Knox- 

ville is eventually going to do. The 
council has already pooh-poohed the 
suggestion that a good case be pre- 
pared and taken before the utilities 
commission asking for immediate rate 
reductions from the private company 
pending completion of the city-owned 
system. 

The council tried and after ten 
months’ time succeeded in getting a 
small rate reduction last year. 

On the other hand, the Tennessee 
Valley Authority has announced that 
negotiations between private utilities 
operating in the Tennessee valley area 
and the TVA have been under way for 
two months. The happiest conclusion 
for all parties concerned would be for 
the TVA to buy the existing system— 
it has the right of condemnation—and 
to operate it any way it sees fit. 
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Remarkable Remarks 





“There never was in the world two opinions alike.” 


Henry A. WALLACE 
Secretary of Agriculture. 


Davip E. LirientTHAL 
Director, Tennessee Valley 
Authority. 


Cart D. THompson 
Secretary, Public Ownership 
League of America. 


Donato R. RICHBERG 
General Counsel, National Re- 
covery Administration. 


EuGENE TALMADGE 
Governor of Georgia. 


Eimer THOMAS 
U. S. Senator from Oklahoma. 


De. Epwin W. KEMMERER 
Princeton University. 


GERARD SWOPE 
President, General Electric Co. 


HucH S. JoHNSON 


National Recovery Administrator. 


S. Wetts Utley 
President, Detroit Steel Casting 
Company. 


—MOonrTAIGNE 


“It may be necessary to make a public utility out of 
agriculture.” 
a 
“The use of electricity has fallen behind the installa- 
tion of power-generating facilities.” 


* 


“Public ownership is the only means by which you 
can make savings and investments secure and stable.” 


» 


“It has been amply demonstrated that the individualism 
of a pioneer people cannot be preserved in a modern 
industrialized state.” 

-_ 

“Our laws put rates in the hands of the public service 
commission, and a rate question is not a question for 
a judge to exercise authority over.” 


* 


“Money is the one thing which men must secure if 
they are to enjoy any degree of success, prosperity, and 
happiness in our complex system of civilization.” 


e 
“All currencies in recent years have been more or less 


managed. The great danger is that a highly 
managed currency will founder on the rocks of politics.” 


* 

“If industry does not organize and govern itself, 
either the state or the Federal government will—with 
the consequent paralyzing effect on initiative and prog- 
ress,” 

> 

“Tf a farmer loses his home or a worker his job or 
a business or proféssional man his shop or practice 
he is out in the cold world with no place to go except 
the bread-line.” 

we 

“Through the operation of the Agricultural Adjust- 
ment Act, the Secretary of Agriculture receives more 
power than is in the hands of any single individual in 
the Soviet Republic.” 
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Self-help for the Electric 


Interurban Railways 
In Which Bankers and Financiers Have No Part 


THE interurban railway service, by force of circumstances, has practically 
ceased to be a matter for intensive commission regulation, but has reverted 


back to the managements of the companies for solution. 


The author dis- 


cusses in considerable detail what, in his opinion, constitutes the rudiments 
of the sort of service which will reattract the patronage of the public. 


By A. J. FRANCK 


' 7 HEN one has traveled from 
the Kentucky side of the 
Ohio river far into Wiscon- 
sin, rolling over the soil of five great 
states, and has bought tickets and read 
time tables upon which he has seen 
again and again something like “XYZ 
Railroad, John Doe, Receiver,’— 
when in ten states he has seen innu- 
merable miles of electric railroad half 
buried in plastic pavement hastily 
poured on, or rusting on a weed- 
grown right of way, the abjectness 
of the surrender of traction operators 
. to forces which they might by courage, 
common sense, and codperation have 
controlled, becomes shockingly evi- 
dent. 

That any competitive carrier should 
have been able to subsist between any 
two points reasonably directly connect- 
ed by an electric railroad, much less 
drive the railroad out of existence, is 
as distressing an indictment of the 


competency of any group of business- 
men as is to be found anywhere in 
the history of commerce from the ear- 
liest times. 


HERE was a time when it was pos- 
sible for the adventurous soul to 
start in Maine and work his way by 
“trolley” into New Hampshire, Mas- 
sachusetts, Vermont, Rhode Island, 
Connecticut, New York, New Jersey, 
Pennsylvania, and Delaware. He 
could start in eastern New York and 
ride by electric railway into Ontario, 
Pennsylvania, Ohio, West Virginia, 
Kentucky, Indiana, Michigan, Illinois, 
and Wisconsin. Only short gaps kept 
him out of Iowa, Missouri, Maryland, 
District of Columbia, and Virginia. 
It is safe to say that more than half 
this mileage has now been abandoned 
or junked. Such electric railway fa- 
cilities as still exist are, with one no- 
table exception, isolated local services. 
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The electric railway industry blandly 
explains the discontinuances on the 
ground that the facilities should never 
have been constructed! Yet the casual 
traveler between the points formerly 
served by electric railways finds busses 
operating in their stead, and almost 
invariably at greatly advanced rates. 


T seems scarcely logical to infer 
that there is no business for the 
economical railways where busses can 
do a land-office business at higher 
prices. No conclusion is possible oth- 
er than that there is something wrong 
about rail service that nullifies its ap- 
peal to the potential rider. Riding over 
hundreds of miles of traction lines 
in the Central States within the re- 
cent past has brought some of the de- 
ficiencies forcibly to my attention. To 
my way of thinking, certain altered 
practices are indicated. I do not pose 
as an expert on railways. My posi- 
tion is that of the fool who rushes in 
where the angels fear to tread—and 
thereby sees clearly what no angel 
ever even dared dream. It is a case 
of the detached viewpoint versus the 
circumscribed, traditional professional 
formula. 


HE electric railways that in- 

fluenced this article seem to me to 
be in a unique position to render a re- 
markably attractive service to the 
traveling and shipping public with 
certain profit for themselves. I hold 
to the belief that where adequate rail 
service exists there is no excuse for 
the existence of any competing car- 
rier. The existence in its service area 
of a competing carrier—which, of 
course, means bus or truck—is a re- 
flection upon the rail carrier’s manage- 
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ment, or, where several rail carriers 
are involved, upon their codperative 
spirit. If busses and trucks can get 
pay loads—and they do—between Chi- 
cago, say, and Louisville, Cincinnati, 
Fort Wayne, or Columbus, the fact 
tells us that in some way the compet- 
ing rail service is inferior to the high- 
way service. 

Let us examine what electric rail 
facilities exist in the Central States. 

We may begin at the Ohio river, at 
Cincinnati, and trace our way through 
Dayton to Springfield, Lima, Toledo, 
and Cleveland, from Springfield to Co- 
lumbus, from Dayton to Indianapolis 
and Terre Haute, from Louisville to 
Indianapolis, Peru, Goshen, South 
Bend, to Chicago and points west- 
wardly, to Milwaukee and points far 
to the north and west of Milwaukee, 
and from Indianapolis to Fort Wayne 
by two routes. There are scores of 
valuable feeder lines besides. Short 
links that would connect St. Louis and 
central Illinois with these systems 
could readily be provided either by 
renting or buying steam road tracks, 
or by a little new construction. Such 
projected connections are vital to any 
scheme of making the existing facili- 
ties supreme in their territory, as they, 
of right, ought to be. 


HE swarms of busses and trucks 

that leave Chicago on through 
runs to St. Louis, Indianapolis, Louis- 
ville, Cincinnati, and other points in 
electric railway territory should not 
receive one tenth their present patron- 
age. It should be possible to board a 
fast electric car at any “L” station in 
the Loop to go through to the points 
named without changing, with unprec- 
edented despatch and comfort at a 
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minimum of expense. It is preposter- 
ous that the superior service which 
electric railways can render should be 
withheld, while the traveling public 
accustoms itself to jouncing, quivering 
busses, poorly lighted, reeking of gas- 
oline, too low for a tall person to stand 
erect in, unsafe at high speeds, with- 
out fixed route, and uncertain as to 
future. 

It is foolish to hope for the future 
of the finest sort of electric railway 
service if its facilities are difficult of 
access. The Cincinnati and Lake Erie 
Railroad, for example, should roll 
right into the heart of Cincinnati, even 
if it has to use an old canal bed for a 
subway. Cincinnati is a fine, fast- 
growing, forward-looking city, and it 
can surely be counted upon to codp- 
erate in furthering any plan which 
promises fast, frequent urban and 
suburban rapid transit to its center, 
and which will incidentally admit fast 
through cars from Cleveland, Detroit, 
Toledo, Chicago, and Indianapolis and 
points beyond those cities. To the city 
such a venture promises revenue, ad- 
justed taxation, simplification of traf- 
fic problems through the reduction of 
surface vehicular traffic, and stimulat- 
ed business. The construction re- 
quired means employment for thous- 
ands and a beneficial circulation of 
money generally. 


D AYTON, too, might be counted up- 
on for improved support if the 


e 


for the existence of any competing carrier. 


interurbans entering it would abandon 
the wretched old station there except 
for freight use. The interurban pas- 
senger stations should be within two 
minutes’ walk of the central business 
districts of all towns served. 

Dayton’s importance to a unified 
traction network is almost incalcula- 
ble. It is, therefore, highly important 
that the Dayton and Western be not 
only preserved at all costs, but vastly 
improved. The type of car in service 
should be eliminated. The track 
should be smoothed. The time lost 
within the city of Dayton should be 
greatly lessened. The total running 
time should be cut down correspond- 
ingly. The suspension of this line 
would forever doom the hopes of all 
the other lines connected to it on the 
east, and must not be permitted to oc- 
cur, even if one of those lines has to 
buy it in and operate it. 

HE Indiana Railroad should raise 

the speed of its larger cars and 
take steps to eliminate the dust condi- 
tions that are particularly objection- 
able on the Richmond-Indianapolis 
run. The Winona Railroad, said to 
be very prosperous in the freight busi- 
ness, should increase passenger service 
by arrangement with the Northern 
Indiana Railway for the use of its 
most modern equipment between Peru 
and Goshen and points north and west. 
Some system of operation of through 
cars from the east and south over the 


The existence 


q “WHERE adequate rail service exists there is no excuse 


in its service area of a competing carrier—which, of 


course, means bus or truck—is a reflection upon the rail 
carrier's management, or, where several rail carriers are 
involved, upon their codperative spirit.” 
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South Shore line into Chicago should 
be devised, or else the tracks of one 
of the steam roads into Chicago from 
La Porte, Michigan City, or Valpa- 
raiso should be leased and electrified to 
a convenient, close-in connection with 
the Chicago elevated. The Fort 
Wayne-Lima line should, if possible, 


‘be reopened. The cars in use by the 


Lake Shore Electric Railway should 
be replaced by less massive but at least 
equally speedy vehicles, and the track 
should be smoothed. The time re- 
quired to reach the outskirts of Toledo 
from the center, is, at present, much 
too long. Some better egress should 
be devised. The time-wasting digres- 
sion into Sandusky and back to the 
main line ought to be eliminated. This 
is one of the principal time wasters 
between Toledo and Cleveland. If 
this and other delays are eliminated, 
no competing bus could get a load be- 
tween Toledo and Cleveland. 


em freight should, so far as 
possible, move in container units, 
and pick-up and delivery service 
should be closely studied, and, if at all 
feasible, put into operation. 

However, the principal obstacles to 
the fullest expansion of the electric 
railway industry today are to be found 
in the disorganized state of the busi- 
ness and the disposition of numerous 
operators to cling to the death to tra- 
ditional practice. The rudiments of 
modern service are these: 


First: Convenience, which means— 

1. Uniquely accessible stations. 

2. Through service wherever pos- 
sible for long runs, cars going beyond 
their own lines. 

3. Better connections wherever and 
whenever through service is not pro- 
vided. I have seen numerous instan- 
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ces of schedules made up without re- 
gard to the possibility of picking up 
business from steam and other elec- 
tric trains due to arrive shortly after 
the scheduled departure of the par- 
ticular car in which I was interested ! 

Long waits at transfer points should 

be absolutely eliminated. 

4. Free transfer to local transit and 
outlying feeder systems should be an 
established feature of modern inter- 
urban service. The connection should 
be waiting for the interurban, always. 

SeconD: High Speed, which means— 

1. Schedules of 55 miles per hour 
average or more should be maintained 
for long runs. This is absolutely nec- 
essary to get back the business taken 
away by busses and private cars. Top 
speeds from 80 up to 100 miles per 
hour should be the rule. 

2. Time-consuming delays should 
be eliminated. City approaches should 
be simplified to assure quick access to 
the business sections. Rental of 
steam-road tracks should be consid- 
ered wherever such facilities would 
be helpful; especially steam tracks 
over which passenger service has been 
discontinued. 

Turrp: Frequency, which means— 

Headways should never be so long 
that a competing carrier can obtain a 
load in the interval. Short headways 
encourage riding. The converse is 
true too! 

FourtH: Comfort, which means— 

1. Modern, steady riding, quiet, al- 
ways clean cars, light and airy by day 
and well lighted by night. The seats 
and furnishings should surpass the 
best to be found in any motor vehicle, 
beauty and elegance being heavily 
stressed. Parlor—lounge—buffet 
equipment, and even sleepers should 
be used on long through runs. Cars 
that jerk from side to side at high 
speed should be eliminated. 

2. The tracks should be smooth, 
curves easy, and the roadbed dustless. 
Cleanliness and freedom from stench 
are two strong sales points for the 
tractions. 
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Railway Operation Must Extend beyond 
Railway Tracks 


Me interurban railways go under, it is large- 
ly due to confining their operations to 
the limits of their own tracks and to failure to 
go after business according to the other prin- 
ciples herein enumerated. If busses can get 
business, so can the interurban railways. If 
they don’t get it, they must search themselves 
for the reasons. If they get business and are 
in danger of financial distress, they must look 


to their capital structures.” 





3. Equipment and road must be 
kept in perfect repair. 
FirtH: Economy, which means— 
The rates should leave no room for 
bargain fare competition. Even the 
family auto should be shown to be a 
comparatively costly mode of transit. 
S1xtH : Dependability, which means— 
1. Failures of any description must 
be reduced to the irreducible mini- 
mum. The reliability of electric rail 
service in all weather and all seasons 
when road service is at a standstill or 
perilous, is another valuable sales 
point. 
2. Maximum safety must be guar- 
anteed under all conditions. 


OB systems committed to 
the above-mentioned general prin- 
ciples should endeavor to obtain all the 
publicity for themselves that they pos- 
’ sibly can—via newspaper “readers,” 
bulletin boards, posters, car cards— 
never on car windows !—radio talks, 
hotel racks, the “Official Railway 
Guide,” etc. 

They should act together to have 
all taxation but for local policing, 
highway lighting, and fire protection 
lifted from the backs of all common 


carriers so that relative equality as to 
taxation, as between rail and high- 
way and waterway carriers, may en- 
sue. The public should not, as at pres- 
ent, be required to pay taxes through 
the rates of common carriers and other 
public utilities. The idea that the 
companies pay such taxes is a snare 
and a delusion. The public pays them 
in the rates charged. Let the people 
be told! 


HAT is written here of systems 

in the central states is, of course, 
applicable elsewhere in the country. 
For example, I regard it as regrettable 
that the Albany-Schenectady, N. Y., 
interurban is being dismantled. 
Through service from the boat land- 
ing at Albany to Gloversville, to Fonda 
and to Saratoga ought to be a settled 
feature of life in the Mohawk valley. 
It is still possible via the Albany-Co- 
hoes route which is joined to the Troy- 
Schenectady line. The latter is in ex- 
cellent condition for high-speed opera- 
tion, and the new F., J. & G. cars, if 
speeded up another 10 miles per hour, 
would be ideal for the through service. 
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There is no reason why the electric 
rail service in this region should dis- 
appear other than the weakness inher- 
ent in disjointed, irregular, and inac- 
cessible operations and facilities. 
Surely, if the busses can get business 
in that region, it is the railways’ busi- 
_ness. The railways can get it back if 


they give the service that gets it back, 
and if they make it widely known that 
they are giving such service. 


U was rumored that one vital electric 
railway system in an eastern state 
passed from the scene because its own- 
ers owned stock in a bus manufactur- 
ing concern and saw profits aplenty 
for themselves in floating securities, to 
be sold to the public, to enable the con- 
trolled bus company to buy their bus- 
ses, without competition, to replace 
the railway which they had acquired 
“thrown in” with the purchase of oth- 
er utilities. 

Fortunately, such hocus-pocus is not 
general. 

If interurban railways go under, it 
is largely due to confining their opera- 
tions to the limits of their own tracks 
and to failure to go after business ac- 
cording to the other principles herein 
enumerated. I repeat—if busses can 
get business, so can the interurban 
railways. If they don’t get it, they 
must search themselves for the rea- 
sons. If they get business and are in 
danger of financial distress, they must 
look to their capital structures. 

The interurban lines must as fast as 
possible, and before any dividends can 
be thought of, proceed to the redemp- 
tion or conversion of all interest-bear- 
ing debt and all cumulative preferred 


stocks. Poor capitalization has taken 
at least as heavy a toll of the interur- 
bans as has poor business. Corporate 
unification of all connected tractions, 
and concentrated control are highly 
desirable. 


\ all generalization as to through 
routes it has been taken for grant- 
ed that the reopening of discontinued 
interurban lines and the use of steam- 
road trackage to close existing gaps is 
entirely feasible. Wherever a steam 
line may be used for the purposes of 
the proposed electric through services 
the steam road should be relieved of 
the necessity of carrying local passen- 
gers within the portion of its road used 
by the electric cars. Its business then 
would be to deliver within the zone 
only such passengers as originated out- 
side of it, or to pick up within the zone 
only such passengers as are destined 
beyond it. I believe that the steam 
roads may be counted upon to assist 
the interurbans in this as it promises 
eventually to relieve them of the har- 
assment of motor bus competition and 
of the necessity for providing un- 
profitable short-haul facilities in many 
localities. 

The entire problem is one of organi- 
zation and aggressiveness. People still 
travel. The hundreds of well-patron- 
ized highway carriers operating in 
electric railway territory are sufficient 
evidence that there is business to be 
had. The electric interurban railways 
should and can have that business if 
they collaborate to make their service 
irresistibly the travelers’ natural 
choice. 

It can be done! 
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What Others Think 





The Electric Industry Submits a Code 


O* December 22nd General Hugh S. 
Johnson, National Recovery Ad- 
ministrator, announced the submission 
of a code for the electric light and 
power industry by the Edison Electric 
Institute. Public hearings were to 
begin January llth. The code was 
transmitted by George B. Cortelyou, 
president of the Institute, and P. S. 
Arkwright, chairman of the industry’s 
code committee. It represents the re- 
sults of months of conference in the 
industry and with administration 
spokesmen, principally K. M. Simpson, 
division administrator, and Leighton H. 
Peebles, deputy administrator. 

Beyond the establishment of maxi- 
mum work hours and minimum wages 
for the nearly 240,000 employees, the 
proposed code includes important pro- 
visions for the voluntary adherence of 
plants publicly owned and operated, and 
for exceptions in favor of privately 
owned plants in direct competition with 
nonadhering publicly owned plants. 

Equally important is the provision 
for creation of a codrdination commit- 
tee, composed of representatives of 
both privately and publicly owned prop- 
erties to “undertake an investigation 
and report upon the electric power re- 
sources and requirements of the United 
States, the object of which shall be to 
project a 10-year plan for the efficient 
and ‘economical utilization of such re- 
sources in the interests of all the 
people.” 

Another problem in the industry is 
solved in the proposed code by the pro- 
vision under which the retail sale of 
electrical household appliances will be 
governed by the general retail code ap- 
proved on October 30th last. 

In their letter of transmittal Messrs. 
Cortelyou and Arkwright pointed out 
that the electric light and power indus- 


try, comprising some 3,600 privately 
owned plants throughout the country, 
had been one of the early signers of 
the President’s reémployment agree- 
ment and that the code submitted there- 
with fulfilled the industry’s obligation 
under that agreement. The letter con- 
tinued : 

“Upon the hearing to be held pursuant to 
the Recovery Act, the members of the in- 
dustry will develop the facts as to their 
compliance with the President’s reémploy- 
ment agreement. They are prepared to con- 
tinue and extend their codperation in behalf 
of the declared policy and purpose of Title 
1 of the Recovery Act, as embodied in the 
provisions now filed for consideration in 
the establishment of a code of fair compe- 
tition.” 

The letter emphasized the fact that 
many units of the industry operated 
wholly within single states and that be- 
cause their operations were regulated 
by state authorities the code covered 
matters not within the jurisdiction of 
such state bodies. 


6 e~ principal question which arose 
in drafting the tentative code and 
which will probably receive consider- 
ably more attention before the matter 
is settled concerns the exemption of 
municipal and state-owned plants. In 
the tentative code drawn at the utility 
executives’ meeting in St. Louis, the 
municipal and other governmentally 
owned plants would be included. The 
NRA officials led by its counsel, Donald 
Richberg, vigorously opposed _ this 
clause and ruled that publicly owned 
plants should be excluded. It was gen- 
erally understood in Washington that 
President Roosevelt would support this 
ruling. 


S° clear cut was this impassé that it 
gave rise to numerous speculations 


in Washington during the latter part of 
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- ance. 


December as to the outcome. There 
were those who insisted that the utili- 
ties would stand their ground and re- 
fuse to file a code exempting public 
plants. This would put the matter 
squarely up to the President to exercise 
powers given him in the National In- 
dustrial Recovery Act to impose a code 
upon the industry and compel perform- 
If such a course were followed, 
the matter would ultimately end up in 
the courts on an issue of enforcements 
and then we would have a major deci- 
sion on the validity of the NIRA. The 
delay in the submission of the tentative 
code on December 22nd for a time 
favored this interpretation. 

There were others, however, who 
failed to see how either side would af- 
ford a pitched battle in the courts at 
this time. The utilities, it was pointed 
out, stood to lose in public opinion, 
even though they won in the courts. 
The widespread clamor for rate reduc- 
tions and the charges of unpatriotic 
conduct which would be leveled at the 
utilities appeared to indicate that a 
favorable court verdict might turn out 
a hollow victory indeed. On the other 
hand the Federal officials realized that 
the utility’s plea for fair play and equal 
competitive restrictions for their pub- 
licly owned rivals was one that would 
make an exceedingly good showing in 
court. A few thought that the utili- 
ties would give in all along the line 
and still fewer believed or hoped that 
there would be a last minute reversal 
of the government’s position. 

Apparently the result, judging from 
the tentative code submitted, will be a 
compromise. Provision will be made 
whereby publicly owned plants can 
“voluntarily” comply. Failure of a 
public plant to comply under such cir- 
cumstances would subject it to such 
public criticism that it is likely that few 
of them will refuse to fall in line and 
comply with the code. In such an 


event, any private utility competing with 
recalcitrant public plants would then 
have the right to be exempted from the 
code restrictions and to compete on 
equal terms. 
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The proposed 10-year plan clause 
whereby future developments of power 
will be jointly surveyed and planned by 
a codrdinating committee having repre- 
sentatives from both the public and pri- 
vate industry is apparently an attempt 
to settle by compromise the complaint 
of the private industry that the publicly 
owned industry is competing unfairly 
by wasteful duplication of facilities, 
such as the building of new distribu- 
tion systems without attempting to 
acquire an adequate private system al- 
ready functioning. 

The submission of the tentative code 
does not, of course, mean that the issue 
has finally been settled or compromised. 
It is not at all unlikely that as the result 
of the hearings some changes may be 
made. 


HERE were plenty of reasons, of 

course, why both sides should be 
so insistent on their respective points of 
view. For the NRA position it may 
be said that even if the government 
cared to compel the public plants to 
comply with a general uniform code 
there are very grave doubts that it 
could validly do so—the immediate an- 
swer of the private utilities to this 
purely legal ground is that there are 
equally grave doubts that the Federal 
government can impose code regulation 
upon utilities at all. 

Truth of the matter is, of course, as 
any one in Washington knows, the Fed- 
eral government does not want to com- 
pel municipal plants to comply with the 
code and the argument about the valid- 
ity of doing so is just that—argument. 
Why the Federal government does not 
care to compel code compliance by mu- 
nicipal plants is problematic. Some 
say it would hinder the accomplishment 
of the objectives of the Tennessee Val- 
ley Authority in promoting additional 
municipal plants able to operate at rates 
below the level of privately owned 
plants. Others say that aside from the 
Tennessee Valley Authority, it is the 
policy of the administration to have 
the private utilities continue to appear 
before the public in as unfavorable light 
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as possible, as compared with low-rate 
performance by public plants, so as to 
facilitate its general program for more 
public power projects and possible in- 
crease in power taxes. Still another 
point of view is advanced by The Wall 
Street Journal as follows: 


“Some NRA officials state that it would 
be undesirable to bring government-owned 
utilities under a code where they would be 
regulated by authorities picked chiefly from 
officials of private companies. These offi- 
cials express belief that a power and light 
code will be submitted shortly applying only 
to privately owned companies. However, 
other officials of NRA express the opinion 
that a code omitting governmental units will 
prove completely unacceptable to private in- 
terests.” 


Although recent Census Bureau fig- 
ures showed more individual municipal 
plants than private plants operating in 
the United States, somewhere between 
10 and 15 per cent of the power of the 
country is furnished by publicly owned 
companies. Success of the TVA and 
other Federal projects would change 
this ratio substantially. 


HE position of the private utilities 

was clearly and ably stated in the 
address of President George B. Cortel- 
you, of the Edison Electric Institute, at 
the recent St. Louis conference of elec- 
tric utility executives, in which he in- 
ferred that the theory of constitutional 
rights may be the remaining salvation 
of the private industry. 

Coéperation and not litigation should 
be the basis of the government’s recov- 
ery program, Mr. Cortelyou said. The 
electric power and light industry has 
thus far raised no question of consti- 
_ tutional law, but has tried voluntarily 

and diligently to codperate in the pro- 
gram for recovery, but it cannot fairly 
or justly be expected to submit to in- 
creased payroll costs at the. instance of 
the Federal government under the Re- 
covery Act unless the unfair competi- 
tive practices with which the industry 
is now beset are eliminated. 

Mr. Cortelyou asked that the 1,800 
municipal plants in the country also be 
placed under the NRA code if the pri- 


vate electric companies are to be sub- 
jected to it. The government could not 
fairly ask the electric companies to bur- 
den their cost with the expenses of 
compliance with a code, and then leave 
their competitors free from that code 
and those costs, particularly when gov- 
ernment itself is or gives aid to their 
competitors. 

It is no more than fair and in accord 
with the declared purposes of the re- 
covery, as Mr. Cortelyou said, that no 
government agency shall install addi- 
tional electric generating or transmis- 
sion or distribution facilities in any Fed- 
eral project or advance Federal funds 
to others for such construction or in- 
stallation which would or might be op- 
erated in competition with existing fa- 
cilities of members of the industry un- 
less it shall have been determined that 
public necessity and convenience exists 
therefor. 

Restoration of conditions which 
would permit resumption of construc- 
tion should concern those who seek sin- 
cerely a substantial increase in employ- 
ments within the electric industry, Mr. 
Cortelyou said. Destruction of the 
credit of members of the industry, 
paralysis of their ability to finance ad- 
ditions and extensions halted the in- 
dustry’s normal growth and canceled 
construction programs. Restore the 
conditions of normal growth, he said, 
end the menace of unjust attacks, and 
still more unjust competition by the 
government itself, and these utilities 
will put men back to useful work with- 
out adding to the public debt. 


ao general demand of the industry 
is that a code of fair competition 
be drawn which would limit govern- 
mentally subsidized and tax-exempt 
competition within the electric utility 
industry, W. C. Mullendore, executive 
vice president of Southern California 
Edison Company, stated. Mr. Mullen- 
dore further stated: 


“The privately financed utility pays on the 
average 17 per cent of the gross dollar col- 
lected for taxes. Most government utilities 
pay no taxes or entirely disproportionate 
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amounts. The privately owned utilities are 
regulated by public agencies. They are 
compelled to operate under restrictions from 
which their government competitors are 
free, and they are obliged to bear the ex- 
pense of such regulation which their com- 
petitors escape. Furthermore, through the 
public works’ section of the National Re- 
covery Act itself, additional taxes are im- 
posed on the capital stock dividends and 
profits of the privately financed utilities in 
order to finance loans and gifts made by 
Public Works Administration. 

“It is this money, diverted from the private 
companies which it is proposed to use to 
build competing plants. To governmentally 
owned units within the industry the gov- 
ernment has said and is now saying: ‘You 
shall be exempt from taxation, you shall 
have free use of the public credit, you shall 
have police powers of government for ad- 
vancement of your business and the in- 
fluence and prestige of high government 
offices shall be exercised in your behalf.’ 

“To other units within the industry the 
government said, ‘You shall bear your full 
share of the burden of government but 
certain benefits of government shall be de- 
nied you. You shall be regulated, you shall 
be taxed, you shall be looked upon with 
suspicion, your facilities shall be duplicated 
and your investment confiscated but the 
competition of those units shall have the 
favor and wield the powers of govern- 
ment.’ ” 


o return again for one more 
thought on the code controversy, 


PUBLIC UTILITIES FORTNIGHTLY 





certain utility men necessarily in Wash- 
ington even over the Christmas holiday 
assured this reviewer that the joint 
power planning committee clause of the 
code is far more important and will 
receive far more opposition than the 
clauses about voluntary municipal com- 
pliance with wages and hour agree- 
ments. The reason given was as fol- 
lows: increased operating expenses re- 
sulting from NRA compliance as to 
wages and hours would, for most pri- 
vate utilities, only average between 1 
and 2 per cent of gross revenues, but 
the rapid pace of governmental duplica- 
tion of private utility facilities is a seri- 
ous threat to the ability of private own- 
ership of power utility service to sur- 


vive at all. 
—F. X. W. 


Urtuties Insist Cone Cover ALL. The Wall 
Street Journal. December 11, 1933. 


Tue Exectric Inpustry’s Part In NATIONAL 
Recovery. Address by George B. Cortelyou 
at General Conference of the Electric Light 
and Power Industry. St. Louis Mo. De- 
cember 5 and 6, 1933. 


Farr CoMPETITION WITHIN THE ELectric IN- 
pustry. Address by W. C. Mullendore at 
General Conference of the Electric Light 
and Power Industry. St. Louis, Mo. De- 
cember 5 and 6, 1933. 














The Continuing Need for 


Holding Company Regulation 


oo suits,” wearily sighed a 
justice of the District of Co- 
lumbia Supreme Court, after a particu- 
larly nasty session of domestic relation 
cases, “are about the only suits I know 
of that are not generally cleaned before 
they are pressed.” 

There is, however, another type of 
case which the jurist may have remem- 
bered in which dirty linen is very fre- 
quently washed in the process of litiga- 
tion—that is the regulatory case involv- 
ing holding company practices or other 
question of intercorporate relations. It 
is a fixed and American custom to wash 
dirty linen in public. 
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“But,” asked The Wall Street Jour- 
nal, commenting upon the recent opin- 
ion of the Federal Power Commission 
in the Louisville Hydro-Electric Com- 
pany Case, “why must we pick a rainy 
day to hang out the wash? And above 
all why need we put lye in the water to 
rot the fabric of our precious gar- 
ments ?” 

So much for metaphors. In rejecting 
$833,645 of an asserted capital invest- 
ment of $7,829,738, the commission in 
effect sustained as correct at least 89.3 
per cent and intimated that a substan- 
tial part of the remaining 10.7 per cent 
might also be allowable. The conserva- 
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tive journals who fear for the ultimate 
safety of the utility industries ask at 
this point why the commission should 
raise such a row over such a small and 
questionable balance. What is all the 
shooting about? Has Judge McNinch 
given us a pound’s worth of argument 
over a penny’s worth of damage? The 
Wall Street Journal continues : 


“Tn the very act of protecting the operat- 
ing company’s patrons from a possible over- 
charge through possible overstatement of 
the investment base on which it is to be al- 
lowed to earn a fair return, the chairman of 
the commission feels moved to expatiate 
upon the horrors of ‘a private holding com- 
pany, into whose treasury every dollar of 
the profits extorted from the operating com- 
pany is siphoned through the holding com- 
pany’s wholly owned service company.’ 
Why’ was so elaborate a justification of the 
commission in discharging a simple duty 
thought to be required? Because ‘state 
commissions and the Federal Power Com- 
mission should be clothed with all regula- 
tory jurisdiction possible over such holding 
and service companies’—to prevent exactly 
what this commission, in this decision, un- 
der existing law, easily and effectively pre- 
vented. 


“All this misplaced and overheated rhet- 
oric from an arm of the Federal govern- 


ment has a meaning. It means that, no 
matter what or how much has been or is the 
matter with the power industry, there is 
something seriously wrong with the kind of 
public regulation it and its patrons enjoy. 
It means that an industry in which some 
$12,000,000,000 of the national wealth has 
been invested, a great deal of which sum 
was expended under license and approval of 
public authority, is now being made the 
‘public enemy’ in a holy war waged by cal- 
culated incitement of popular ill-will, pal- 
pable exaggeration of individual shortcom- 
ings, and either conscious or unconscious 
misrepresentation of numerous but isolated 
transgressions against sound finance as a 
condition pervading the power industry as 
a whole. 

“The Federal Power Commission and the 
state commissions have a legal and a moral 
duty to search out, expose and prevent the 
‘padding’ of capital or expense accounts of 
utilities, wherever they find it attempted. 
They are under the highest obligation to 
reveal whatever evils there may be in the 
holding company device, whether these af- 
fect users of service or investors in utility 
securities, or involve the integrity of public 
officers. But that a Federal commission, in 
the same decision in which it exercises its 
great powers over operating companies set 
up under Federal law to stay the hand of 


a holding company control, cries out for 
more power under the plea that that which 
it has is inadequate, tells a great deal about 
the desperate pass to which the electric pow- 
er industry has been brought.” 


HE liberal papers, however, feel 

that the commission’s censure was 
well warranted. The Washington (D. 
C.) Daily News (Scripps-Howard) 
stated: 


“It remains only to add that neither serv- 
ice companies nor the holding companies, 
which receive their excessive profits, are 
regulated by state utility commissions. In 
recent years they have been one of the fa- 
vorite devices for draining utility profts 
from regulated companies to unregulated 
ones. 

“In pointing out this situation and de- 
scribing it in its true terms the Federal 
Power Commission has done a real public 
service. In disallowing claims based on 
service fees above cost the commission has 
freed the public from the necessity of pay- 
ing these ‘shocking’ profits if it ever seeks 
to recapture the company’s project. 

“Recently one of the large holding com- 
panies announced that it would do away 
with the service fee system of draining its 
utilities. If other holding companies do not 
follow its lead, the rate-paying public will 
find a way to stop the system through the 
Federal government.” 


Likewise the Wheeling Intelligence 
stated : 


"In warring upon the holding company 
system, the government will strike at the 
root of the rate evil in this country. The 
Norris inquiry disclosed enough to con- 
vince the American people that any econom- 
ic advantages possible from the holding 
company method of control, are offset a 
hundredfold by the abuses of the system 
in actual operation. With utility ownership 
tracing through company after company up 
to one of the giant interests of the land, and 
with each extracting its profit, the public 
has been robbed and the investigating public 
fleeced. Here in West Virginia, we have 
had ample opportunity to observe the hold- 
ing company system in operation in our fu- 
tile rate fights with absentee utility owners. 
Location of the real facts upon which fair 
rates should be based has become a virtually 
impossible task.” 


The only difficulty about removing 
absentee owners from a state such as 
West Virginia is that it would result in 
a substitution rather than a correction 
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of the evils. Uncle Sam is and will re- 
main a resident of Washington, D. C., 
and it is very doubtful if any local fi- 
nanciers have the ready cash these days 
to carry on the utility service if foreign 
capital were withdrawn. Perhaps the 
editorial is really aimed at absentee man- 
agement rather than absentee owner- 
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ship of utilities but it does not say so. 
X. W. 


Lye ror Dirty Linen. Editorial. The Wall 
Street Journal. November 30, 1933. 


MILKING THE UtiiTies. Editorial. Wash- 


ington Daily News. November 30, 1933. 
STRIKING AT THE Roor. Editorial. Wheeling 


Intelligence. November 29, 1933 








“H's; fer the las-a-a-st round- 

!” drooled a melancholy bar- 
itone as the enraptured driver came per- 
ilously close to piling his taxicab up in a 
neat smoking heap against an elevated 
railway pillar. 

“That settles it,” said the panic strick- 
en fare, who was none other than New 
York city’s Police Commissioner James 
S. Bolan, as he gratefully disembarked 
at his office. Shortly thereafter the po- 
lice commissioner, who has authority 
over the city’s cabbies, issued an order 
forbidding radio sets in public cabs op- 
erating (generally) between the side- 
walks of New York. Shortly after that 
a committee representing 5,000 radio 
taxi drivers called on Chief Inspector 
John O’Brien seeking a thorough study 
of three major issues: 


“(a) Whether radios disturbed passen- 
gers, (b) whether radios caused motor ve- 
hicle accidents by distracting drivers, and 
(c) what was to become of the $250,000 
worth of radio equipment installed in some 
6,000 taxicabs here since Commissioner Bo- 
lan’s original approval of such equipment 
in September.” 


Efi committee presented numerous 
arguments to support the radio on 
wheels. What about the fans who had 
to leave their homes in the middle of a 
swell program? How could a passenger 
possibly be annoyed when the dial was 
under his own control to tune it where 
he willed or to shut it off altogether? 
The real reason for the vigorous oppo- 
sition appeared to be, however, the cur- 
rent investment in radio equipment. 
One fleet owner’s association alone had 
ordered General Motor Corporation to 
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build 2,000 radios into cabs at a cost of 
$200,000. This investment would be 
scrapped automatically by Chief Bo- 
lan’s order. But how did the public 
take it? The New York Times edito- 
rially summarizes the arguments against 
the cab radio as follows: 


“Commissioner Bolan is justified in plac- 
ing a ban on radio-equipped taxicabs, 
though he would have been on surer ground 
had he refused to permit them in the first 
place. Then the companies would have been 
spared the expense of installing the radios, 
only to remove them again. They are ‘not 
maintained in the interest of the public or 
the industry.’ They tend to distract the 
attention of the drivers, who often reach 
back with one hand to twist the knobs while 
trying to steer the car with the other, and 
are sometimes unable to hear the passen- 
ger’s instructions. The presence of the 
radio is certain to increase the accident rate. 
The driver has enough to worry about now, 
without adding jazz to his troubles. 

“The public has supported a campaign led 
by the health commissioner to muffle the 
noise of city streets and places where people 
work or try to sleep. Only the other day 
Dr. Wynne sent to the board of aldermen 
an amendment designed to curb loudspeak- 
ers installed in cruising automobiles for ad- 
vertising purposes. Why deliberately add 
to the existing din? And why deliberately 
add to the costs of local transportation? It 
seems odd that an industry which has been 
loudly protesting against increased taxes 
and reduced fares should invite the atten- 
tion of the regulatory authorities—whoever 
they may be—by investing $260,000 in a lux- 
ury like the radio.” 

HE District of Columbia Public 
Utilities Commission recently took 
similar action by prohibiting taxicab 
drivers to allow radio sets to operate 
“while cabs are in motion,” which al- 
lows the cabbies to while away their idle 
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hours with their favorite programs if 
they are so disposed, provided they are 
parked. This indicates that traffic haz- 
ard is the chief reason for banning the 
taxicab radio. Heywood Broun gives 
an amusing account of his experience 
and reaction to the taxicab radio in his 
column in the Scripps-Howard newspa- 
pers: 


They tell me that radio is still in its in- 
fancy, and sometimes I wish it would stay 
there. 

I like it for football games and for 
Stoopnagle and Bud and Jack Benny and 
Rudy Vallee and Burns and Allen and the 
speeches of John P. O’Brien. But I want 
radio only when I want it. I have no de- 
sire to have it sneak up on me. 

The other morning at nine minutes past 
eight I hailed a taxi in a heavy traffic jam. 
My nerves are never much good before 
noon, and so I leaped one and a half feet 
from the cushioned seat when a voice di- 
rectly in my ear screamed out, “There’s 
blood upon your hands, Mike Cunningham! Y 

“Tt’s the radio,” explained the driver. 
“Maybe you'd rather have a little music or 
a health talk.” 

He fumbled with the dials, and the south- 
bound truck missed us by about five inches. 

“Just let it ride,” I expostulated. “I’d 
rather take my chances with the murder 
mystery.” 

“T can make it louder,” he suggested as 
the motorman jammed on his brakes and 
failed to hit us. 

“That’s Inspector Corrigan,” said the 
driver reassuringly. “He always gets his 
man. I had him on yesterday at this time. 
The mystery of the killer with three 
thumbs. That’s how I bent my right fend- 
er. He broke into Slattery’s cellar den, and 
I passed a red light.” 

“Volume, subject matter, and treatment 
are all perfectly swell,” I assured him. 
“T’d like to reach 120 Broadway before 9 
o'clock.” 

“You will now hear the second episode in 
the story of Count Mephisto,” said the an- 
nouncer. “Jack has told Alice that Mary 
will not die because of the poison, but 
Nancy in a fit of jealousy has just bought 
a stiletto which she had hidden in her 
blouse. Harold, of course, knows nothing of 


this, and Mrs. Preston is still in Chicago.” 

“Lucky Harold, lucky Mrs. Preston,” I 
thought to myself. 

“The plans of the diamond mine are hid- 
den in the floor of Ralph’s Park-ave. apart- 
ment,” continued the announcer, “but Ah 
Fong saw his master place them there and 
is awaiting his chance to steal them. But 
first, of course, he must give Terry the slip.” 

I rapped on the window and warned the 
driver not to come quite so close to the ele- 
vated railroad pillars, and it must be that 
even in the brief altercation which followed 
I missed something of the plot, for when I 
leaned back into the seat again I distinctly 
heard :—“And every one of our overcoats is 
guaranteed not to shrink or change color in 
six months. And, remember, these genuine 
Scotch cheviots can be obtained on easy 
payments.” 


E that as it may, lawyer Maurice 

Hotchner, executive chairman of 
the United. Taxicab Board of Trade, 
Inc., produced evidence tending to show 
that of 7,425 street accidents in New 
York city during November only 212, 
or less than 3 per cent, involved radio- 
equipped cars all of which were private 
automobiles. In other words, not one 
radio taxicab got into a jam in New 
York city during November. It is hard 
to believe, but Mr. Hotchner says it is 
true so regulatory commissioners in oth- 
er states considering this problem will 
have to choose between the New York 
Times’ argument or Mr. Hotchner’s fig- 
ures, or perhaps Mr. Broun’s personal 
conviction that a radio’s place is in the 


home. 


Cas Firms ask Porice. To Derer BAN ON 
Rapios. New ‘York Herald Tribune. De- 
cember 16, 1933. 


Rapios 1n Taxicass. Editorial. New York 
Times. December 16, 1933. 


Ir Seems to Me. By Heywood Broun. 
<4 aaaaaaaes Daily News. November 15, 





The Government Moves for Cheaper Appliances 


few weeks be flashing out of the gen- 
rators at Wilson Dam and ultimately 


HERE is increasing evidence that 
the Tennessee Valley Authority is 
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from those of Norris Dam and Joe, 


taking vigorous steps to promote a 
market for the power which will within 


Wheeler Dam. Until very recently the 
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emphasis in this movement was placed 
on obtaining patronage, providing ma- 
chinery for extending service to new 
customers over wide areas, and in en- 
couraging the establishment of munic- 
ipally owned distributing plants to buy 


TVA power. This work still continues, - 


but now we have come to the second 
phase of the TVA promotional activity 
—the increase of per customer con- 
sumption. The members of the Au- 
thority realize that new business merely 
in terms of new customers can be more 
of a liability than an asset, particularly 
where service is extended over scat- 
tered areas, unless these new customers 
(and the old ones as well) can be in- 
duced to use more and more power. 

On December 21st, the President is- 
sued an executive order creating the 
Electric Home and Farm Authority, 
Inc., as a subsidiary of the TVA and 
having the powers and functions of a 
mortgage-loan company, for the pur- 
pose of financing the extensive purchase 
by individuals of appliances that will 
make use of greater quantities of elec- 
tric energy. 

The plan was forecast early in No- 
vember by power director David E. 
Lilienthal, of the TVA, in an address 
in Atlanta, Ga. The new corporation, 
under the President’s order, will have 
a capital of one million to be provided 
out of the public works funds. In 
addition to financing purchases of ap- 
pliances and undertaking to reduce the 
cost of such devices to prospective 
users, the corporation will endeavor to 
secure reductions in electric rates of 
privately owned and publicly owned 
utilities in the Tennessee valley area, 
to the end that wider use of power will 
prevail. Mr. Lilienthal explained the 
general program as follows: 

“Through the Electric Home and Farm 
Authority, Inc., it is proposed that the Fed- 
eral government participate in this program 
in the following ways: 

“1. By assisting in financing the con- 
sumer in purchasing standard electric equip- 
ment at very low prices. 

“2. By securing reductions in electric 
rates by agreement with the utilities, pub- 
licly and privately owned, so as to m 
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use of this equipment feasible for the aver- 
age householder and farmer. 

~ “3. By engaging in educational work and 
research to further lower the cost of elec- 
tric equipment, and to make it better adapt- 
ed to the needs of the average home and 
farm. 

“Electric appliances are now sold by 
regular dealers for the manufacturers, by 
hardware and department stores, and by 
electric utilities. The program does not 
contemplate a disruption of these outlets. 
Each dealer will, of course, continue to ex- 
hibit and sell any lines of electric appliance 
he desires, but he will also have an oppor- 
tunity to sell the low-priced appliances 
which this program is expected to create. 
The program will stimulate the dealers’ 
general business.” 


OLLOWING the announcement of the 

President’s order, Mr. Lilienthal 
and the general solicitor of the TVA, 
William A. Sutherland, went to New 
York city for conferences with a com- 
mittee of manufacturers appointed by 
the president of the National Electric 
Manufacturers Association at the re- 
quest of the TVA to discuss the pos- 
sibility of securing cheaper standard 
appliances. 

The entire movement was not gen- 
erally interpreted as any reflection 
whatever by the Federal government 
upon the appliance manufacturers in 
the matter of prices that have hereto- 
fore been charged for their products. 
It is merely recognized that the rela- 
tively low demand for such appliances 
resulting not only from prevailing rates 
for electricity, but the absence of ready 
cash or generally acceptable commer- 
cial credit in the Tennessee valley do- 
mestic market, has prevented such 
manufacturers from going into mass 
production of certain standard appli- 
ances upon a sufficient scale to allow 
lower prices. With the prospect of 
lower rates for power in the Tennessee 
valley, the Authority now seeks to 
solve the other end of the problem by 
having the government extend its credit 
as an inducement to the manufacturers 
to go ahead with appliance production 
for lower prices per unit. With a sales 
market thus assured by government 
credit, the plan assumes that manu- 
facturers would then be willing to em- 
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bark upon low price production. The fore it was adopted as is shown by the 
Electrical World reports rumors to the following editorial passage written on 
effect that several manufacturers would December 5th, or two weeks before the 
codperate with the TVA for the wide President’s order, and which in the 


use of appliances in the valley by prom- light of subsequent events can be looked 
ising to sell such devices on a govern- upon as somewhat prophetic: 


mentally financed basis. Credit would 
be extended by the RFC up to $10,- 
000,000. 

The development was followed by 
generally favorable reaction in both 
liberal and conservative publications. 
Mr. John T. Moutoux, reporter for the 
Knoxville News-Sentinel, wrote as fol- 
lows in The New Republic: 


“This it intends to bring about by dras- 
tically reducing present rates and by hav- 
ing the cost of electrical appliances lowered. 
Mr. Lilienthal has pointed out that in this 
country the use of electricity has fallen 
behind the installation of power-generating 
facilities. In the Tennessee valley, he said, 
privately owned companies already have 
facilities to generate 30 to 40 per cent more 
electricity than is consumed; yet the TVA 
is building the Norris Dam and the Joe 
Wheeler Dam, both of which will produce 
power and at the same time double the 
— at the Wilson Dam at Muscle 

oals 


“Under public as under private ownership 
the great savings in the costs of electricity 
go to the larger user. His current costs 
but a fraction per unit of the cost to the 
small consumer. To achieve a considerable 
saving in unit costs under any system of 
utility ownership the householder must use 
more, and generally much more, current 
than he did before. And to use enough 
to achieve a worth-while saving he must 
invest substantial sums, ranging, say, from 
$300 to $500 per family. 

“The TVA seems to have neglected this 
aspect of the matter. Instead of lending 
money for the construction or duplication 
of an existing transmission service it could 
better lend it for the purchase of equipment 
in homes and factories. To be sure, such 
loans are risky, particularly in view of the 
fact that those whose credit rating is high- 
est are precisely those who are least likely 
to take on additional fixed charges in times 
like these; but, at any rate, if the TVA 
really wants to revolutionize life in Knox- 
ville through the use of electricity that is 
the way to go about it.” 


The last statement of the Tribune’s 


AS note is suggested by Busi- editorial touches upon the chief prob- 
ness Week in part as follows: lem that has resulted from the govern- 


“TVA believes that the manufacturers ment’s appliance financing policy. How 
and power utilities can afford ‘to gamble can such credit benefits, subsidized by 
for volume, — that the financing ex- 4]] taxpayers through the Federal gov- 
periment will encourage Private capital to ernment, be equitably confined to the 


back similar programs in other parts of 
the country, stimulate the use of electrical 


Tennessee valley? Incidentally, what 


appliances everywhere. Its first interest, becomes of the “yardstick” if utilities 
of course, is in an answer to the question serving other sections of the country 
that has always annoyed Senator Norris, must compete without such load ad- 


‘What are they going to do with all that 


power when they get it? (‘Make two bulbs vantages? Apparently the only solu- 
of glass glow where only one glew before,’ tion would be to extend the plan to all 
says irreverent Washington.) other sections of the country. 


“Electrical manufacturers considering co- 
Operation also have some questions to in- 


—F. X. W. 


terest them. How big a gamble is the CuHeap Exectric APPLIANCES FOR TENNESSEE 


buying power of the Tennessee valley 
worth? How will their business outside 
tk: valley be affected by a lower line of 


Vattey. The United States News. De- 
cember 23, 1933. 


prices inside? What will dealers in other 4 Sergack For THE Power Trust. By John 


territories say? Are they facing a new era 
in electrical appliance buying or just a 
chance to burn their fingers in pulling 


T. Moutoux. The New Republic. De- 
cember 27, 1933. 


TVA’s kilowatts out of the fire?” TVA Sates Pian. Editorial. Business 


Week. December 23, 1933 


Chicago Daily Tribune. December 5, 1933. 


j HE Chicago Daily Tribune, how- tye Kyoxvure Experiment. Editorial. 


ever, approved the idea even be- 
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The March of Events 








Would Make Radio Industry 
a Public Utility 


: eens Huddleston (Alabama) of 


the House Interstate Commerce Commit- 
tee said he would drive for passage this 
coming session of a bill he will introduce 
declaring the radio industry a public utility. 
Mr. Huddleston would place the industry 
under the Federal Radio Commission, sweep- 
ing reorganization of which has been _pro- 
posed by Chairman Dill of the Senate Inter- 
state Commerce Committee. 

“The purpose of my bill would be to 
secure a uniformity of service and charges 
by the industry and provide against discrim- 
ination and excessive charges,” Huddleston 
said. 

“As now constituted the industry has great 
possibilities of oppression and could even re- 
fuse to allot time to one political party during 
a presidential campaign without violating the 
law. Time on the air should be available 
to anyone who applies for it regardless of 
subject matter.” 

Representative Huddleston said it was 
doubtful that there would be any action this 
session on proposals for communication 
mergers made by President Roosevelt’s inter- 
departmental committee. 

Senator Dill said that unless the radio 
commission curbed “abuses” in radio adver- 
tising, he might introduce legislation substitut- 


ing some form of control not dependent on 
the commission. 


Condemn St. Lawrence Treaty 


HE St. Lawrence Waterway Treaty was 
opposed in a resolution signed on 
cember 18th by 500 delegates to a conference 
of the Atlantic Deeper Waterways Associa- 
tion meeting in Atlantic City. Delegates 
from twenty states of the Eastern seaboard 
and Gulf section heard the treaty, upon which 
the Senate will act next month, condemned 

as “economic suicide.” 

“The treaty will give Montreal the suprem- 
acy of the Atlantic seaboard at the expense 
of Boston, Providence, New York, Philadel- 
phia, Baltimore, Norfolk, and Savannah,” 
said Senator Royal S. Copeland, of New 
York. “How any one can be a patriot and 
want to build a canal, an all-British canal, 
up there I cannot understand. If you are 
for the United States and relief of unemploy- 
ment in the United States, you'll be against 
this treaty from now to kingdom come.” 

During the session a resolution was adopted 
opposing the treaty and urging an economic 
survey by a governmental agency before any 
further consideration is given to it. A steer- 
ing committee was appointed by Mayor Moore 
to carry on an active fight in Congress against 
ratification of the treaty, which has already 
been signed by the United States and Canada. 


2 
California 


P. G. & E. Seeks Restrain- 
ing Order 


C= action against the $2,100,000 gas rate 
reduction ordered by the state railroad 
commission last month will be taken by the 
executive committee of the board of directors 
of the Pacific Gas and Electric Company, 
according to the Sacramento Union. 

A company statement issued in San Fran- 
cisco said the United States District Court 
will be asked for an order restraining the 
commission from effecting the decision. 

“We are taking this step with great re- 
luctance,” the company statement said. “It 
is the first time the company has asked the 
courts to review a rate decision in twenty-one 
years of the commission’s existence. 

“In the recent case, however, we feel the 
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commission, in its zeal to reduce rates, has 
failed to give reasonable consideration to the 
investors who have made the company’s serv- 
ice possible. 

“It has fixed rates so low that a fair return 
cannot be earned upon the property used in 
supplying gas service. Our appeal to the 
courts will be based upon the claim that such 
low rates are confiscatory.” 


a 
Central Valley Project Voted 


EVELOPMENT of a 170-million-dollar Cen- 
tral valley water project in California 
was made possible by the approval of a 
majority of voters, who went to the polls 
in a special election on December 19th, with 
the Central Valley Water Plan Association 
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claiming a victory by about 27,000 votes. 

It is expected Federal financing of the 
project will be sought by its supporters who 
include Governor James Rolph, Jr. Governor 
Rolph asserts it is in line with the National 
Recovery Program. 

The various units in the Sacramento and 
San Joaquin valleys would be constructed 
through $170,000,000 in revenue bonds, eventu- 
ally to be retired through sale of water and 
power. The project was approved by the 
legislature last July, but opponents declare 


there is no assurance that the bonds can be 
disposed of to Federal agencies, and claim 
that the power market already is oversupplied 
and that irrigation districts in the two valleys 
are overburdened with bonds. 

Prior to the election hope that the project 
would meet with success was expressed by 
President Franklin D. Roosevelt. He de- 
clared in a communication to Governor 
Rolph, “I sincerely hope that you will meet 
with great success in this very constructive 
work in which your state is engaged.” 
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Connedéticut 


New Haven Files Water 
Rate Appeal 


HAT the public utilities commission had 

no power to authorize the New Haven 
Water Company to raise its rates in New 
Haven in violation of the contract existing 
between the city and the company; had no 
right to permit the water company to raise 
its rates to keep up “its so-called illegally 
created maintenance reserve”; and had no 
right to fix the same rates for New Haven 


and surrounding towns at New Haven’s ex- 
pense, are features in the nine points of 
exception filed in superior court on December 
15th by Samuel A. Persky, special counsel 
for the city of New Haven. 

Exceptions were filed following a finding 
of facts by Judge P. B. O’Sullivan who de- 
nied the water company’s rights some weeks 
ago, and is the final step toward taking the 
matter to the supreme court on the company’s 
appeal from Judge O’Sullivan’s decision, ac- 
— to the New Haven Journal-Courier- 

ime. 


Distri&t of Columbia 


May Cut Electric Rates $500,000 


| ge light rates may be reduced another 
half million dollars in 1934. The new 
rates will be fixed at public hearings begin- 
ning January 20th, according to an announce- 
ment made on December 20th by the public 
utilities commission. 

Last year’s cut, coming from excess profits, 
was $562,000, but increased use of electric 


service has more than made it up. This 
year’s net profit is $7,000 ahead of last year’s, 
according to a statement in the Washington 
Herald. 

It is expected that private consumers will 
get more of the reduction this year, because 
a year ago $150,000 of the total amount was 
applied to cutting the street lighting rate paid 
by the District government. There will be 
no such reduction this year. 


e 


Illinois 


Utilities to Be Heard on Bills 
for Rate Investigations 


Pr utilities of Illinois will be given 
their first opportunity to express them- 
selves on the legality of the new addition to 
the commerce commission act requiring them 
to pay the costs for appraisals and surveys 
of their properties for rate-making purposes, 
according to the Chicago Daily News of 
December 19th. 


Counsel for the Peoples Gas Light and 
Coke Company, Public Service Company of 
Northern Illinois, Commonwealth Edison 
Company, Calumet City Public Service Com- 
pany, Central Illinois Electric and Gas Com- 
pany, and the Western United Gas and Elec- 
tric Company will appear before the commis- 
sion for hearing. 

Those companies have failed to pay all the 
bills submitted to them for investigations of 
their plants conducted by engineers and ac- 
countants employed by the commission. No 
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reason has been assigned by any of the utili- 
ties for failure to pay the bills. 

The Northwest Illinois utilities paid with 
reservation of its right to attack legality of 
the new provision. Others paid some of their 
bills without protest, but failed to remit on 
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others sent to them by the accounting division 
of the commerce commission. 

The law provides that the utilities shall be 
heard on all such bills incurred by the com- 
merce commission in making appraisals or 
surveys for rate-making purposes. 


Indiana 


Delinquent Bill Charge Reduced 


| geo ey February 1, 1934, the only penal- 
ties for delinquency in the payment of 
utility bills in Indiana will be 10 per cent 
of the bills of $3 or less and 3 per cent of 
bills of more than $3, fifteen days after due 
date. 

An order to all utilities to file schedules in 
accordance has been issued by the public 
service commission in an effort to abolish the 
“gross and net rates” which have prevailed in 
Indiana for many years. 

In a recent hearing on the subject the com- 
mission took the viewpoint that under the 
Indiana law there can be only one “just and 
reasonable rate” and while the utilities may 
lawfully grant discounts for prompt payment 


of bills, they may not add penalties for failure 
to pay promptly. 

Such additional revenue as may be collected 
because of delinquency must, according to 
the commission, be reasonably representative 
of the additional costs of collection as found 
by the commission. When it becomes effec- 
tive it is estimated it will reduce the amount 
of money taken from consumers in the state 
by several hundred thousand dollars. 

The commission was unable to estimate the 
exact reduction in income to the utilities 
through this order, but pointed out that in 
the recent hearing on rates of the Indiana 
Public Service Company it was revealed that 
penalties of approximately $60,000 a year 
were exacted from delinquent patrons under 
the existing schedules. 


Kansas 


Propose Utility Control Changes 


N™, legislation of wide importance to the 
utilities in Kansas is under consideration 
at the present time in the form of the 
Sargent bill, which proposed radical changes 
in the law relating to the corporation com- 
mission and its control over utilities. The 
bill, introduced by Representative Sargent, 
takes from the commission the right to grant 
certificates of convenience and authority or 
permits for the extension of any utility. 


e 


Another measure, drawn by Homer Hoch, 
chairman of the corporation commission, and 
introduced by Representative May of Atchi- 
son, purporting to stop holding corporations 
“milking” the subsidiary operating companies, 
was recommended for passage by the house 
committee on public utilities. The bill pro- 
vides that before any public utility operating 
in the state can lend its funds to any affiliated 
organization it must first obtain the consent 
of the corporation commission of the state 
of Kansas. 


Kentucky 


Seeks Rehearing in 
Louisville Case 


RANDING as “absolutely misleading in a 

number of important particulars” an 
impression given by reports of the decision 
of the Federal Power Commission in deter- 
mining the valuation base of the Louisville 
hydroelectric plant, an officer of the Standard 
Gas & Electric Company and its wholly owned 
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subsidiary, Byllesby Engineering & Manage- 
ment Corporation, has indicated that a re- 
hearing of the case will be sought. 

“There has been no simple transfer of funds 
from one part of the Byllesby structure to 
another,” the official stated; “and all charges 
rendered have been for services actually per- 
formed in ample measure and with economy 
to the operating companies. 

“In the Louisville case the entire amount of 
compensation for engineering and construc- 
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tion supervisory service actually performed, 
or $481,000 has been disallowed by the com- 
mission, but it is noticeable that in rejecting 
the amount the commission does so with 
leave to submit appropriate evidence in sup- 
port of the claim. The decision itself points 
out the complete and many services rendered 
by the Byllesby Engineering & Management 

orporation, for which compensation is 
claimed on the basis of 74 per cent of the 
actual cost of construction. Such a basis 
for similar services has long been recognized 
as reasonable and fair.” 


“e 
Court Orders Franchise Sale 


HE city of Paris has been directed by 

the court of appeals to offer its municipal 
electric franchise for sale to the highest and 
best bidder. The appellate court reversed the 
decision of Bourbon Circuit Court, which dis- 
missed the suit of the Kentucky Utilities 
Company to compel the city to offer the 
franchise for sale. 

The city, which has constructed and in- 
stalled a municipally owned lighting plant, re- 
fused to offer for sale a franchise similar 
to the one of the Kentucky Utilities Company 
expiring in 1929, as it did not desire compe- 
tition for its own plant. The contention of 
the utilities company that the city was re- 
quired under an act of the 1926 legislature 
to offer the franchise for sale was upheld 
by the appellate court. 

The court .of appeals in an opinion written 
by Judge Richard Priest Dietzman concluded 
the act of 1926 is constitutional. The court 


7 


also held that the fact the city of Paris de- 
sired to enter the same field of service as 
the utilities company did not render the 1926 
act inapplicable. It is understood a rehearing 
will be asked. 

y 


Utility Demurs in Franchise Suit 


HE Central Kentucky Natural Gas Com- 

pany on December 15th filed motions and 
demurrer in the Fayette Circuit Court in a 
suit filed recently by J. A. Edge, attorney for 
the Gas Consumers’ League, which attacked 
the present gas franchise and asked for a dis- 
tribution of a part of the impounded fund. 

The suit filed by Mr. Edge named the gas 
company and the city of Lexington as de- 
fendants and asked the court to declare a 
contract between the gas company and the 
Petroleum Exploration Company not to meet 
the requirements of the franchise ordinance 
and declare that the defendant corporation 
never became entitled to collect more than 
50 cents a thousand cubic feet and is not 
entitled now to hold the funds impounded. 
The gas company, under terms of the fran- 
chise, has been collecting 60 cents a thousand 
cubic feet and impounding 10 cents a thousand 
cubic feet of this rate. 

Attorneys for the gas company filed motions 
that the court require the plaintiffs to elect 
as to which plaintiffs shall prosecute the 
several causes of action attempted to be 
asserted in the suit. The suit was filed under 
the name of J. W. Hardy, and fourteen other 
members of the Gas Consumers’ League, 
suing for themselves and “all other persons 
similarly situated.” 


Maryland 


Fights Telephone Rate Cut 


HE public service commission’s order for 

a reduction of approximately 10 per cent 

in telephone rates in Maryland will be carried 

to Federal court, according to the attorneys 

for the Chesapeake and Potomac Telephone 
Company. 

The announcement of the utility’s intention 
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to fight came from the company’s attorneys, 
the Philadelphia Record of December 14th 
stated. 

The commission and the company differed 
throughout the rate hearings and investiga- 
tions of almost a year on the value of the 
utility’s property while the former decided a 
6 per cent return was adequate against the 
latter’s claim for a 73 per cent return. 


’ Minnesota 


Figures Filed in Gas Rate Case; 
Minneapolis Answers 


HE Minneapolis Gas Light Company De- 
cember 18th filed a new series of com- 


uation to assist Judges M. M. Joyce and 


unnard H. Nordbye of the United States 
District Court to arrive at a decision on 
the requested temporary injunction to re- 
strain the city from putting into effect a 19.4 
per cent reduction in gas rates. 
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The matter was heard before the two judges 
a week ago and they have intimated that they 
would hand down a decision shortly. 

All computations in the briefs and other 
papers now on file, the company said, were 
on the basis of the year 1932 and took no 
consideration of known changes and adjust- 
ments which have been necessary since. 

The document concluded with an attack on 
the city’s plea for a trial of the new rate 
before final court action and with a set of 
tables showing that the return from the com- 


* pany’s property on the basis of the city’s 


valuations would bring, under new trends, 
a return of less than 6 per cent. 

Claims of the company that the city attor- 
ney, in applying the proposed 19.4 per cent 
rate reduction to 1932 operations, failed to 
make proper deduction for depreciation, 
brought the reply from the city on December 
21st that depreciation allowances are includ- 
ed in the figure of $2,606,943 depreciation 


PUBLIC UTILITIES FORTNIGHTLY 





e 


accrued since the first of January, 1920. 

The reply was filed in Federal district 
court by the city attorney answering a supple- 
mentary memorandum filed with the court by 
counsel for the company. The court has 
under advisement the evidence submitted by 
both sides in the company’s appeal for a 
temporary restraining order to prevent en- 
forcement of the rate cut, voted by the city 
council. 

The city council of St. Paul has broken 
off all franchise negotiations with the North- 
ern States Power Company and the mayor 
has launched his plan for a municipally owned 
gas, electric, and steam-heating service, ac- 
cording to the Minneapolis Tribune. 

An ordinance has been introduced before 
the St. Paul council providing for the estab- 
lishment of a bureau of municipally owned 
public utilities to be in charge of the com- 
missioner of utilities, finance, and public 
works. 





Montana 


Seek Government Completion of 
Flathead Power Project 


HE subcommittee of the Senate Com- 

mittee on Indian Affairs has made a 
recommendation that the government take 
over and complete the Flathead power project 
in Montana. The subcommittee consists of 
Burton K. Wheeler of Montana, chairman; 
Elmer Thomas of Oklahoma; Lynn J. Frazier 
of North Dakota, and Robert M. La Follette, 
Jr., of Wisconsin. 

The project is on the Flathead Reservation 
in Montana, and the royalties from it will go 
to the Indians, the government being their 
trustee. 
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The Rocky Mountain Power Company se- 
cured a license to develop Site No. 1 of this 
project in May, 1930. It has spent consider- 
able money on the matter, but stopped con- 
struction work early this year and asked for 
an indefinite extension of its license, with 
changes in terms which would lower pay- 
ments to the Indians, according to Labor. 

The subcommittee believes that, under these 
conditions, the government should refuse the 
extension and complete the project as part of 
the public works program. The cost will 
be about $5,000,000. The power will cost 
only six tenths of a mill per kilowatt hour 
to put on the switchboard. This operating 
cost makes no allowance for interest on in- 
vestment. 


Nebraska 


Supreme Court Rehearing 
Sought in Ainsworth 
Diesel Case 


Mex for rehearing of the case of the 
Interstate Power Company v. City of 
Ainsworth has been filed with the Nebraska 
Supreme Court. It is claimed by the city’s 
attorneys that the decision that revenue-bear- 
ing warrants payable out of future net earn- 
ings cannot be issued to pay for the construc- 
tion of a municipal lighting plant practically 
ends all attempts to build such plants in 
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competition with existing private power 
plants, according to an item in the Electrical 
W orld. 

They contend that it strips all Nebraska 
municipalities of the right to finance such 
construction by “a sensible method, which has 
the hearty and almost universal approval of 
taxpayers because it makes unnecessary such 
financing by tax levies or bond issue; that 
in effect it closes every door in the state 
by. which a municipality may engage in such 
an enterprise, not only because in these times 
the people will not vote bonds or approve 
tax levies for such purposes, but that in nearly 
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every case the limitation on levies and bond 
issues, taken in connection with existing in- 
debtedness, would not permit construction of 
an adequate plant, and that the decision 
jeopardizes the application of municipalities to 
the Federal emergency administration of pub- 
lic works for loans and grants for the build- 
ing of self-liquidating municipal projects.” 
Former Attorney General Sorensen, head 
of the state public power league, has been 
added to the list of attorneys for the city. 
He says that he prepared most of these ap- 
plications for grants and loans on the strength 


of the decision in Carr v. Fenstermacher 
(which upheld the right of a municipality to 
issue such revenue warrants retirable out of 
future earnings); that that decision has be- 
come the Bible of municipal authorities, and 
that its repudiation by its authors has plunged 
those relying upon his advice into a “legal 
hell.” The court intimated in its opinion that 
the city had obligated itself to pay too much 
for its power plant, and Attorney Sorensen 
argues that it should not make bad law to 
relieve a city from a contract the court may 
deem unwise. 


New Hampshire 


Concord Utility Offers 
Reductions 


HE Concord Gas Company filed on De- 
cember 15th with the New Hampshire 
Public Service Commission a new rate sched- 
ule for gas to become effective February Ist. 
The new rate schedule, which is of primary 
importance to the residential users of gas in 
Concord, is of such a character as to enable 
all resident owners to use gas at a new 
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low rate for house heating, water heating, 
cooking, and refrigeration, officials of the 
company said. 

Any residential consumer using gas for 
complete house heating, or for complete auto- 
matic water heating can obtain this rate, and 
it is also available for industrial and com- 
mercial space heating and volume water heat- 


ing. 

Officials of the company state that the new 
rate will save gas consumers of Concord 
approximately $8,000 a year. 


New York 


Busses to Replace Gotham’s 
Trolleys 


te will not be many years, according to pres- 
ent plans, before street cars go the way 
of the horse cars, for busses are soon to 
replace Gotham’s trolleys. 

The board of estimate awarded franchises 
on December 22nd to four bus companies, 
paving the way for the substitution of busses 
for trolley cars on forty-nine route miles of 
the city’s streets, including such well-known 
thoroughfares as Madison and Lexington 
avenues, Sixth and Seventh avenues, and part 
of Broadway. 

This is part of the board’s plan to motorize 
Manhattan’s surface transportation system, 
and eventually that of all the boroughs. 

There also is a movement afoot to tear 
down the city’s elevated systems which, if 
accomplished, would mean that some time 
in the future New York, on the surface, 
would be trackless and carless. 

Three of the companies getting franchises 
will have a 5-cent fare. The fourth, the 
Fifth Avenue Coach Company, will charge its 
usual 10-cent fare, as its new franchise is 


for extension of existing routes, most of 
which converge on Fifth avenue. 


¥ 
Commission Effects New Uni- 
form System for Utility 
Accounts 


I* preparation for nearly a year and a half 
and under active discussion for about half 
that time the New York Public Service Com- 
mission’s new uniform system of accounts for 
use by utility companies of that state was 
made effective January Ist. : 
In explaining the new system the public 
service commission has characterized it to be 
“one of the most important advances in reg- 
ulation in this state in several years.” 
“Under the newly prescribed systems,” the 
commission announces, “the companies will be 
required to keep their accounts in a manner 
that will enable the consuming public and 
stockholders to know readily the true condi- 
tion of the properties of the various operat- 
ing utilities in the state, and furthermore they 
will greatly aid the commission in determin- 
ing the fair value of property for rate-making 
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purposes and also expedite the handling | of 
applications for additional capitalization.” 

The new systems of accounts require that 
accounts for operating property, previously 
carried as fixed capital, shall be carried at 
original cost; and when the books do not re- 
flect this original cost, it is required that they 
be adjusted to do so. 

It is further Provided that all classes of 
utilities use the “straight-line” method of as- 
certaining the annual rate of depreciation—a 
_ method briefly described as requiring the writ- 
ing off of the original cost of operating prop- 
erty in equal monthly instalments during the 
life of the property, with allowance for sal- 
vage and removal. The commission pointed 
out that the systems previously in effect al- 
lowed the companies to determine for them- 
selves the amount to be set up annually for 
retirement expenses. 

Another feature of the new accounting sys- 
tems, to which the corporations objected on 
the ground that operating expense would be 
increased, was the prescription of a continu- 
ing plant record similar to the perpetual in- 
ventories ordinarily kept by industrial corpo- 
rations. The continuing plant record will 
show property added and retired, at the orig- 
inal cost. 

Under the new systems of accounting, there 
is a much more detailed segregation of both 
property and expenses between transmission 
and distribution functions than was required 
heretofore; in addition, property, revenues, 
and expenses are segregated in each produc- 
tion plant; there is no provision for carrying 
the “general overheads” in separate accounts, 
but all expenses of this nature are required to 
be related to particular classes of property 
and included in such accounts. 


The new systems also require more detailed 
accounting for transactions with affiliated 
companies and a greater segregation of such 
accounts and transactions from those with 
others. 

> 


Niagara Hudson Reduces Power 
and Light Rates 


YN saci in rates offered by ~ oper- 
ating electric companies of the Niagara 
Hudson Power Corporation system aggregat- 
ing $800,000 a year was accepted on ber 
20th by the public service commission. 

The commission announced that in conse- 
quence of the reductions, proceedings pend- 
ing against the companies on the commission’s 
complaint and on complaint of municipalities, 
will be dropped. Practically all of the reduc- 
tions are in residential rates, where the sav- 
ings amount to $700,000, it was stated. 

In the capital district, the reductions made 
by the New York Power & Light Corporation 
amount to $227,000, of which $120,000 is for 
Albany, Troy, Watervliet, Rensselaer, Sche- 
nectady, and vicinity combined. 

The saving in the Buffalo area is estimated 
at $100,000 a vear. 

A reduction of $88,000 a year in the electric 
rates for residential service has been made in 
Syracuse. Other towns affected include 
Niagara Falls, Rochester, Portland, Oswego, 
and Fulton. 

The mayor of Albany promptly assailed the 
reductions in a statement, declaring he was 
“bitterly disappointed,” and that the sched- 
ule apparently shows “a reduction so small 
as to be almost negligible” in the capital dis- 
trict. 


2 
North Carolina 


Lexington Plans City Plant 


HE North Carolina Local Government 

Commission has approved a bond issue of 
$746,000 for the city of Lexington, with which 
to erect a steam power plant to generate elec- 
tric current for citizens of that city, which is 
now purchased at wholesale from the Duke 
Power Company and retailed by the city. 

The power plant is estimated to cost $645,- 
000 and the remaining $100,000 will be used 
to enlarge the city’s water plant. 

The Lexington proposal was one of 11 proj- 
ects which the Federal Public Works Admin- 
istration will be asked to finance that were 
approved by the local government commission. 
The 11 projects total $1,906,000 by far the 
largest amount approved at any one time, and 
Officials of the commission have stated that 
North Carolina units are taking considerably 
more interest in Public Works Administra- 


tion projects. The Lexington proposal is the 
first for a municipal electric plant to be sub- 
mitted from North Carolina and is the larg- 
est single proposal yet submitted. 


v 
Salisbury Proposes Higher Rates 


A 25 PER CENT increase in the municipal wa- 
ter rates will be put in effect in Salis- 
bury if, and when, final approval is given for 
a projected $400,000 improvement and ex 
sion of the local sewer — now awaiting 


approval of Federal PWA authorities. 

The resolution passed by the city council 
providing this means of eventual financing of 
the projected improvements, reserves the right 
to decrease the 25 per cent levy at any time 
in proportion to actual costs of the project 
and to revenue derived from the special levy. 
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Ohio 


Supreme Court to Hear Utilities 


HE Dayton Power and Light Company of 
Ohio has been granted a supreme court 
review of its unsuccessful fight to increase 
natural gas rates in Troy, Piqua, Sidney, 
Tippecanoe City, North Hampton, South 


Charleston, Washington Court House, and 
Wilberforce. 

The Columbus Gas and Fuel Company has 
been granted a Supreme Court review of the 
Ohio Supreme Court ruling which refused to 
enjoin enforcement of gas rates established by 
the state public utilities commission. 
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Oklahoma 


Commission to Resume Work 


HEN the state supreme court hands down 

the mandate in the mandamus case 
brought against the state auditor by various 
commission employees supposed to be paid 
from the $50,000 annually appropriated fund 
for investigation of public utilities in rate 
cases, the state corporation commission will re- 
sume its program for general electric and tele- 
phone rate investigations, according to Chair- 
man Paul A. Walker of the state corpora- 


tion commission, the Electrical World stated. 
The supreme court has held that the com- 
mission, empowered by law to investigate 
utilities, can employ experts and other work- 
ers needed in the investigation work and pay 
them from the $50,000 fund despite the fact 
that Governor Murray has forbidden expend- 
itures from the fund for this fiscal year. The 
supreme court ruled invalid the provision in 
the appropriations’ bill that expenditures from 
the special $50,000 annual utility investigation 
fund must be approved by the governor. 


v 
Pennsylvania 


Public Service Commissioners 
Reappointed by Governor 


OVERNOR Pinchot on December 23rd reap- 

pointed the five public service commis- 

sioners who failed of confirmation in the spe- 
cial session of the legislature. 

The secretary of the commonwealth admin- 
istered the oath of office and so ended another 
cycle in the governor’s battle with the Repub- 
lican organization over the commission per- 
sonnel, according to the Philadelphia Record. 

The commissioners reappointed are: C. Jay 
Goodnough, Emporium, chairman; P. Stephen 
Stahlnecker, Harrisburg; Herman J. Gold- 
berg, Wilkes-Barre; George W. Woodruff, 
Berwyn, and Frederick P. Gruenberg, Phila- 
delphia. 

The administration’s effort to force con- 
firmation failed in the senate when the battle 
that has been brewing for months came to a 
climax with a motion to discharge the execu- 
tive nominations committee. 

For the test vote, Commissioner Stahlneck- 
er was chosen, but the senate refused, 27 to 
19, to force the committee to relinquish his 
appointment for floor action. 

Unless confirmed in the meantime by the 
senate, the commissioners will leave office 
with the expiration of Governor Pinchot’s 


term on the third Monday in January, 1935. 

Another special session, expected to be 
called in March, may revive the issue. If 
none is called there can be no action until 
the regular session in 1935. 


¥ 


Rules Public Utility Service Is 
Not Taxable “Property” 


T HE attorney general of the state of Penn- 
sylvania has issued a formal opinion ad- 
dressed to the secretary of revenue of the 
state of Pennsylvania, holding that electric, 
gas, and water services are not “tangible per- 
sonal property” within the meaning of the 
Pennsylvania sales tax law. This law, known 
as Act No. 53, approved August 19, 1932, pro- 
vides a state tax of 1 per cent of gross in- 
come derived from sales of “tangible personal 
property” in Pennsylvania. The attorney gen- 
eral holds that the language of the act is to 
be construed in the popular conception of its 
meaning rather than in a technical construc- 
tion. After a comprehensive discussion of the 
question in the light of four Pennsylvania 
Supreme Court decisions, held to be in point, 
the attorney general says: 

“With these decisions in mind, the ques- 
tion arises: Would the average person, in 
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reading Act No. 53, believe that the distribu- 
tion of water or gas through the mains to the 
consumer or of electricity through the wires 
constituted sales of tangible personal proper- 
ty? We cannot reach this conclusion. On the 
contrary, we believe that it would be gener- 
ally accepted that ‘sales of tangible property’ 
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means only the transfer of portable, mer- 
chantable articles.” 
The conclusion is stated as follows: 
“Therefore, we advise you that Act No. 53 
does not apply to the servicing of water, gas, 
or electricity to the consumer through pipes, 
mains, or wires.” 


Tennessee 


Chattanooga Studies TVA 
Power 


Fp yy owt has been made by the may- 
or of Chattanooga that citizens will be 
given an opportunity to vote on whether they 
want the city to go into the power business 


and issue bonds for a local distribution sys- 
tem for TVA electricity. 

While the mayor said the city would have 
to obtain specific authority from the Tennessee 
legislature before it could go into the power 
business or issue bonds to purchase or build 
a distributing system, he asserted that this 
need not delay a referendum. 


Washington 


Ickes Pushes Coulee Project 


| gee to be filed in the government’s con- 
demnation proceedings against land re- 
quired for construction of the Grand Coulee 
power dam in the Columbia river have been 
signed by Secretary Ickes, and are en route to 
Spokane. Owners of the property refused to 
accept prices set by appraisers for their land, 
forcing the government to resort to condem- 
nation to acquire them. 

Senator C. C. Dill warned trucking com- 
panies that continued efforts to prevent con- 
struction of a railroad to the site of the pro- 
posed Grand Coulee Dam may cause the Fed- 
eral government to construct a line of its own. 
“A railroad is needed to haul the materials 
that will be required in building the dam,” 
the Senator said, “and it is preposterous to 
expect the people of the state to spend $1,000,- 
000 building highways and then have the 
trucking companies move in and make a profit 
without any investment in the highway. We 
simply won’t stand for it.” 


¥ 
Protests Utility’s Expense 


Arman in which it objected to sal- 
aries paid to eleven executives and 
twenty-nine employees of the Puget Sound 
Power & Light Company, in addition to pro- 
posed expenditures for six other purposes, has 
been filed by the department of public works 
at Olympia. 

Items objected to totaled $326,000. They 
were listed in a budget filed by the company, 
covering proposed expenditures of the com- 
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pany and two subsidiaries, North Coast 
Transportation Company and Tacoma Rail- 
way & Power Company, for 1934. 

The complaint was the second to be filed by 
the department, proceeding under a 1933 law 
giving it the right to exercise review powers 
over the budgets of privately owned public 
utilities. 

The 1934 budget of the Washington Water 
Power Company was the first to be protested 
by the department. Under the complaints the 
companies will be required to appear before 
the department to justify the protested ex- 
penditures. 

The utilities can make the expenditures 
provided they are charged to that portion of 
their income allowed for return to stockhold- 
ers, the complaint set forth. 


Be 
Asks Warrant for Power Head 


Gwe Judge John M. Wilson was ex- 
pected to rule on a request by the state 
department of public works for a bench war- 
rant against the manager of the Connell Light 
& Power Company, who closed his plant rath- 
er than cut rates, according to the Seattle 
Daily Times. 

The manager is said to have disregarded a 
court injunction ordering him to resume pow- 
er service to the city of Connell. The de- 
partment seeks a warrant for his appearance 
to answer charges he was in contempt of court 
by refusing to resume service. 

The plant was closed as a protest against 
a 20 per cent rate reduction ordered by the 
department. 












The Latest Utility Rulings 





Constitutionality of Utility Regulation Sustained in Indiana 


gy Indiana Supreme Court on De- 
cember 23rd upheld the decision of 
Judge Clarence E. Weir dismissing the 
suit filed in the name of Allen Williams, 
a lodge clerk, by William V. Rooker, 
attorney, in which receivers were asked 
for the Citizens Gas Company and the 
Indianapolis Gas Company. The suit 
attacked the payment by the Citizens 
Gas Company of a lease rental for In- 
dianapolis Gas Company property as a 
diversion of the earnings of the Citizens 
Gas Company contrary to the rights of 
the people of Indianapolis in the public 
charitable trust formed with the organ- 
ization of the Citizens Company. 

The decision disposes of all pending 
litigation involving the Citizens Gas 
Company, which the utilities department 
of the city is seeking to take over and 
operate as a charitable trust for the ben- 
efit of the people of Indianapolis. Im- 
portant questions settled in the opinion 
by Judge Walter E. Treanor included 
holdings that the authorities vested in 
the public service commission by the 
Shively-Spencer Act do not violate any 
constitutional principles of home rule; 
that the power to grant a permit to pro- 
vide utility service is not peculiarly that 
of the legislature; that the Shively- 
Spencer Act is constitutional in so far 
as questioned in the Williams’ action ; 
that the exchange of the franchises of 
the Citizens Gas Company for an inde- 
terminate permit was lawful ; that there 
was no showing that the leases in ques- 
tion were “improvident”; that there is 
no occasion calling for the appointment 
of a receiver for the gas properties ; that 
there neither were unlawful acts nor 
conspiracies involved in the city gas 
transactions, and that the public chari- 
table trust “has not been impaired in any 
degree.” “We thoroughly approve and 
now expressly hold that the method of 


regulation adopted on the Shively-Spen- 
cer Act is constitutional,” the court said. 

As to the Williams’ contention that 
the rights of home rule were abridged, 
the court said: 

“We cannot see that the regulation of 
public utilities by a state commission is 
more violative of the principle of home rule 
than direct and detailed statutory regula- 
tion.” 

In this connection the opinion pointed 
out that there is no express provision in 
the Indiana Constitution for home rule 
in the regulation of utilities. As to the 
lower court’s action in passing up Wil- 
liams’ attack on the indeterminate per- 
mit, Judge Treanor wrote: 

“The power to grant a permit to furnish 
a public utility is not in its nature such a 
legislative power that its exercise must be 
confined to formal legislative enactment by 
the general assembly.” 

Contentions of the Rooker-Williams 
suit against the constitutionality of the 
Shively-Spencer Act “are not tenable,” 
the supreme court said. As to the sur- 
render of the gas franchise, Judge 
Treanor said: 

“The class of beneficiaries of which the 
appellant is a member hold whatever inter- 
est they may have in the Citizens Gas Com- 
pany subject to the power of the state to 
control the Citizens Gas Company as a pub- 
lic utility.” 

The issuance to the company of an 
indeterminate permit was held to have 
been a valid transaction and one that 
cannot be questioned at this stage. The 
higher court’s opinion said: 

“Certainly it was not void. Since the 
complaint shows that the proceeding was 
proper and the public service commission 
and the Citizens Gas Company both acted 
within their statutory powers, the transac- 
tion must stand as against a collateral at- 
tack.” 

The supreme court held that there 
were no facts presented by the plaintiff 
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to support a conclusion that the lease in 
question was improvident. “And, if 
such a conclusion were justified, the 
complaint does not make out a case for 
equitable relief of cancellation and ‘re- 
capture of the rentals paid over a pe- 
riod of seventeen years, during which 
the Citizens Gas Company had the use 
of the physical equipment and the bene- 


’ fit of the income derived from this use,” 


the court said further. It was pointed 
out in this connection that the public 
service commission formally approved 
the lease. ; 
From the foregoing facts, the court 
held that it must follow that Williams 
and his coplaintiff failed to make a case 
in their efforts to quiet the title to prop- 
erty involved in the trust estate. Like- 
wise, there was no proof of any rights 
of the plaintiff for the appointment of 
a receiver, the court held. Attention 
was directed in the opinion to a Federal 
decision on the same question in 1931 in 
the Todd Case. The court said: 
“An examination of the judgment in 
Todd v. Citizens Gas Company, et al., supra, 
discloses a final adjudication of the exist- 


ence and validity of the public charitable 
trust sought to be established in this suit.” 
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Pursuing his theory of diversion of 
trust funds, Rooker asked the court to 
direct receivers to recapture the money 
paid to the Indianapolis Gas Company 
as lease rental by the Citizens Company. 
He contended further that inasmuch as 
the city of Indianapolis has outstanding 
obligations in excess of the constitution- 
al debt limit it was insolvent and could 
not act as trustee for the people of In- 
dianapolis in taking over and holding 
the Citizens Gas Company as public 
charitable trust. 

The department of utilities, created 
by a special act of the legislature to op- 
erate utilities, the suit charged, is merely 
a department of the civil city and hence 
cannot act as trustee because of the city’s 
alleged insolvency. Allegations that the 
public service commission act is uncon- 
stitutional and was procured as a part 
of a conspiracy to divert trust funds 
from the purposes of the Citizens Gas 
Company were contained in the com- 
plaint, which attacked every act of the 
public service commission as being null 
and void. The supreme court opinion 
ruled against all the allegations. Wd- 
liams et al. v. Citizens Gas Co. et al. 
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Court Upholds Governor’s Ouster of Commissioners 


To Georgia Supreme Court on De- 
cember 22nd upheld the action of 
Governor Eugene Talmadge in suspend- 
ing the five members of the public serv- 
ice commission whom he supplanted 
with his own appointees after a long 
investigation in July, 1933. In two 
unanimous decisions, the high court 
held that the governor had the authority 
to suspend the commissioners and that 
his action was not subject to review by 
the courts, he being responsible in the 
instant only to the legislature. The 
court backed up the governor’s view that 
the commissioners are under suspension 
until the next general assembly when 
both houses must review the suspension. 
If both houses approve his action the 
commissioners are automatically ex- 
pulsed. 
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The high court acted on the case of 
Jule W. Felton, of Montezuma, against 
Ben T. Huiet, of Atlanta, but made no- 
tations pointing out that the situation of 
all of the ousted commissioners is iden- 
tical and that therefore the decisions on 
the Felton-Huiet case rule on other cas- 
es growing out of the suspensions. The 
opinion regarding the governor’s au- 
thority to suspend the commissioners, 
written by Justice Beck, said in part: 


“By the Act of October 14, 1879, the leg- 
islature created the office of railroad com- 
missioner and provided that ‘any commis- 
sioner may be suspended from office by or- 
der of the governor, who shall report the 
fact of such suspension to the next general 
assembly, and if a majority of each branch 
of the general assembly declare that said 
commissioner shall be removed from office, 
his term shall expire.’ ” 
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The court held that law was not re- 
pealed either by the act of 1906 which 
made the office elective rather than ap- 
pointive, or by the act of 1922 changing 
its name. It held there was no viola- 
tion of constitutional provisions making 
“protection of person and property the 
paramount duty of government,” and 
guaranteeing protection of life, liberty, 
and property. The court held: 


“Public office is a public trust and not 
the property of the incumbent, and when he 
is suspended from such office he is not de- 
prived of any property. 

“The office of public service commissioner 
is a statutory office and the power of the 
legislature is absolute with respect to all 
offices that it creates where no constitution- 
al restriction is placed upon its power with 
reference to such office. 

“The fact that the petitioner may con- 
ceive that his character and reputation are 
assaulted does not render the statute uncon- 
stitutional.” 


In connection with the contention of 
the suspended commissioners that they 
had not received an adequate hearing, 


the court ruled that the governor’s pow- 
er of suspension is not limited to cer- 
tain causes, decreeing that “he may sus- 
pend a commissioner for any cause sat- 
isfactory to himself.” The former com- 
missioners met a similar reversal of 
their plea in the court’s refusal to per- 
mit a judicial review of the chief execu- 
tive’s suspension order, Justice Atkin- 
son writing in the opinion on this case 
held that it was “an exercise of the po- 
litical power conferred by the general 
assembly and in no sense a judicial ac- 
tion which could be reviewed by writ 
of error.” 

The commissioners were suspended 
by Governor Talmadge after he had 
conducted a three weeks’ hearing on 
charges brought against Chairman 
Perry and his associates by the Atlanta 
Federation of Trades and the Georgia 
Federation of Labor. Governor Tal- 
madge and others interested in the out- 
come of the court actions would not 
comment on the decisions. Felton v. 
Huiet. 
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Utility Earning Less than 3 Per Cent Return Ordered to Cut Rates 


A BLANKET reduction of 10 per cent 
on all electric power rates now in 
effect under the Telluride Power Com- 
pany service in six Utah counties was 
ordered on December 12th by the Utah 
Public Utilities Commission. The com- 
mission acknowledged that although 
earnings would be lowered below the 
point of “fair returns,” existing eco- 
nomic conditions made lower power 
rates “imperative.” Great significance 
was attached to the economic condition 
of the country served by the Telluride 
Power Company, which includes San- 
pete, Millard, Sevier, Beaver, Plute, and 
Iron counties. By this action ordering 
the 10 per cent reduction it is estimated 
that $20,000 a year will be saved con- 
sumers. Last year the company’s gross 
income was $221,739. 
A review of the company’s financial 
reports during the last five years showed 


that it had earned an average of 4.07 per 
cent on its fixed capital investment of 
$1,769,814. During the last year, earn- 
ings had dropped to 2.59 per cent, ac- 
cording to the evidence. 

As compared with this record, the 
commission pointed to the fact that vir- 
tually all industries in the area were con- 
ducted at a loss since the depression, 
and that “if present conditions long con- 
tinue, the territory now being served by 
the company will be an industrially 
abandoned one.” 

The decision came as the result of a 
complaint initiated by the commission in 
March, 1933. Hearing of the case was 
held in Richfield beginning in April. 
Subsequent to the hearing, Attorney 
General Joseph Chez, in a brief written 
by his assistant, recommended a 25 per 
cent slash in rates. Re Telluride Power 
Co. 
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Indiana Commission Abolishes Discount on Payment 


DOWNWARD revision of _ rates 
charged by Richmond, Ind., pub- 

lic utilities whose rate schedules were 
arranged so that consumers were billed 
at a “gross” rate and then given a dis- 
count for prompt payment was expected 
to result from a ruling of the Indiana 


- commission announced on December 


20th. The downward revision would, 
in effect, make no change in the actual 
payment of the consumer, but would put 
into effect a single rate on which the 
consumer would be billed and upon 
which he would make payment. 

Two Richmond utilities, the Rich- 
mond Municipal Light plant and the In- 
diana Gas Utilities, were expected to 
be required to make the ordered read- 


2 


justment in their schedules of rates. 

Under the preéxisting rates the utili- 
ties billed consumers at the gross rate, 
but those who paid their bills by a given 
date were given a discount which was 
a part of the individual plant’s rate 
schedule approved by the former In- 
diana commissions. The latest order of 
the commission indicates that a new rate 
basis must be set by the commission— 
the new rates to set a single rule for all 
customers. The schedule, however, 
would allow the addition of a penalty, 
not to exceed 10 per cent for failure to 
make prompt payment on bills of $3 and 
less and not more than 3 per cent on bills 
of more than $3. Re Richmond Munic- 
ipal Light Plant et al. 


South Carolina Commission Reversed in Broad River Power Case 


to South Carolina Supreme Court 
instructed the railroad commission 
of that state on December 18th to revise 
its proceedings against the Broad River 
Power Company of Columbia in the 
first of a series of electric rate reduction 
cases brought by the commission. The 
court said it would hold open meanwhile 
litigation instituted by the commission 
for a writ of mandamus to compel the 
Columbia power firm to slash its rates 
approximately $174,000 a year. 

In remanding the case for further ac- 
tion, the justices told the commission 
“to revise its proceedings for the rate 
fixing” by including street railway prop- 
erty in the power company’s valuation 
and by making allowances for “any 
losses” from trolley operations in 1932. 
The court also directed the commission 
to revise its valuation of the going con- 
cern value of the company “in accord- 
ance with the evidence of such value as 
it appears in the record” and to include 
the total valuation of lands owned and 
used by the company. 

The decision that property of the Co- 


lumbia Railway, Gas and Electric Com- 
pany should be included in the electric 
rate-fixing valuation was based upon a 
previous supreme court decision holding 
the Broad River Power Company was 
obligated to operate street cars under its 
franchise. The court’s opinion set forth 
“the two companies have become one 
entity,” but added the street railway 
property valuation should be included 
“only in the city of Columbia and in the 
outlying districts” where trolley service 
extends. 

Concluding the court’s opinion, Jus- 
tice M. L. Bonham stated: 


“In the examination and consideration of 
the voluminous evidence and exhibits, taken 
and submitted, certain questions appear 
which, in the opinion of this court, make it 
necessary to remand this matter to the rail- 
road commission for the purposes herein- 
after declared. Accordingly all issues and 
all questions of law and procedure, not 
herein specifically passed upon, are reserved 
for future consideration and determination.” 


State ex rel. Railroad Commission v. 
Broad River Power Co. 
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